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THE  SUMMIT  OF  THE  AMERICAS  HEARING: 
PROSPECTS  FOR  TRADE  AND  THE  ENVI- 
RONMENT WITHIN  THE  HEMISPHERE 


WEDNESDAY,  JULY  20,  1994 

House  of  Representatives, 

Committee  on  Foreign  Affairs, 
Subcommittee  on  Economic  Policy,  Trade  and  Envi- 
ronment, and  the  Subcommittee  on  the  Western 
Hemisphere, 

Washington,  DC. 

The  subcommittees  met,  pursuant  to  call,  at  10:41  a.m.  in  room 
2172,  Rayburn  House  Office  Building,  Hon.  Robert  G.  Torricelli 
(chairman  of  the  Subcommittee  on  the  Western  Hemisphere)  pre- 
siding. 

Mr.  Torricelli.  The  subcommittees  will  please  come  to  order. 

Welcome  to  today's  hearing  on  prospects  for  trade  within  the 
hemisphere,  a  look  toward  the  Summit  of  the  Americas. 

While  the  1980's  will  be  remembered  as  one  of  the  grimmest 
chapters  in  the  economic  history  of  our  hemisphere,  this  decade  has 
already  been  one  of  great  promise.  Behind  us  lie  the  days  of  tre- 
mendous debt  burdens,  shrinking  investment,  and  poor  economic 
performance.  Ahead  are  opportunities  for  all  nations  in  Latin 
America  and  the  Caribbean  to  prosper  and  improve  the  quality  of 
their  lives. 

This  December's  Summit  of  the  Americas  will  highlight  this  new 
era  of  economic  progress  in  hemispheric  relations.  The  democrat- 
ically elected  leaders  of  the  hemisphere  will  gather  in  Miami  to  de- 
velop a  common  agenda.  This  is  the  first  of  such  meetings  in  25 
years. 

Our  neighbors  in  the  hemisphere  have  made  their  primary  goal 
for  the  submit  very  clear:  To  establish  with  the  United  States  the 
terms  for  future  free  trade  agreements.  However,  while  the  Clinton 
administration  has  set  out  three  general  areas  for  the  summit 
agenda — sustainable  development,  economic  integration  and  de- 
mocracy— it  has  not  yet  disclosed  any  detailed  plan  to  develop  a 
hemispheric  trade  policy. 

Debate  exists  within  our  own  government  over  whether  to  en- 
courage or  dissuade  such  issues,  like  South  America's  Mercosur 
and  the  Andean  Pact.  The  administration  has  yet  to  determine 
whether  it  wants  to  proceed  with  new  trade  agreements  through  a 
multilateral  framework  or  through  separate  bilateral  or  regional 
agreements.  In  addition,  the  administration  has  not  announced 
clear  criteria  that  it  will  use  to  determine  when  countries  in  the 
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hemisphere  will  be  eligible  to  negotiate  and  enter  into  such  agree- 
ments with  the  United  States. 

Today,  we  hope  to  gain  insight  into  some  of  these  issues.  We  are 
very  fortunate  to  have  with  us  Secretary  of  Commerce  Ron  Brown, 
who  has  just  returned  from  leading  a  trade  delegation  to  Latin 
America.  We  will  ask  Secretary  Brown  to  share  with  us  the  Clinton 
administration's  vision  for  free  trade  in  the  hemisphere.  And  we 
will  also  hear  from  a  distinguished  panel  of  American  businessmen: 
Bernard  Aronson,  former  Assistant  Secretary  of  State  for  Inter- 
American  Affairs  and  international  advisor  at  Goldman,  Sachs,  and 
company,  someone  who  has  appeared  before  us  on  many  occasions; 
Howard  Glicken,  chairman  of  the  Commonwealth  Group  and 
cochair  of  the  Finance  Committee  of  the  December  summit;  and 
David  Ivy,  president  of  the  American  Chambers  of  Commerce  of 
Latin  America. 

This  hearing  is  the  first  of  three  that  the  subcommittee  will  hold 
to  focus  on  the  upcoming  summit  and  its  agenda.  We  will  hold  a 
second  subcommittee  hearing  on  the  environment  and  the  plight  of 
the  hemisphere's  indigenous  people  as  well  as  a  third  hearing  in 
which  we  will  invite  the  administration  to  share  with  us  its  plan- 
ning for  the  summit. 

Additionally,  I  want  members  to  know  we  have  begun  discussing 
the  possibilities  of  a  delegation  visiting  some  Latin  American  cap- 
itals in  November  in  anticipation  of  the  summit  to  help  with  agen- 
da preparation.  I  welcome  everyone  to  the  hearing,  and  at  this 
point  I  would  like  to  hear  from  our  cochair.  Representative  Gejden- 
son. 

[The  prepared  statement  of  Mr.  Torricelli  appears  in  the  appen- 
dix.] 

Mr.  Gejdenson.  Thank  you,  Mr.  Chairman. 

I  just  want  to  briefly  say  that  we  are  privileged  to  have  Secretary 
Brown  here  who  has  really  distinguished  himself  in  every  area  of 
his  vast  jurisdiction.  It  often  is  astounding  to  me  the  number  of 
areas  Secretary  Brown  is  involved  in  as  a  result  of  the  jurisdiction 
of  the  Commerce  Department. 

I  have  now  worked  with  four  different  Secretaries  of  Commerce, 
and  I  want  to  say  that  I  think  the  country  is  privileged  to  have  you 
serving  in  that  position.  You  are  doing  an  outstanding  job  and  I  am 
thrilled  to  be  working  with  you. 

I  think  that  I  don't  have  to  remind  you  of  this,  but  I  hope  that 
we  don't  forget  that  we  need  to  do  more  than  just  economic  theory 
here.  We  need  to  work  to  raise  the  standard  of  living  of  the  poorest 
of  the  poor  in  Latin  America.  That  shouldn't  just  be  a  responsibility 
of  AID.  All  too  often  in  our  history  when  there  hasn't  been  turmoil 
in  these  countries,  we  tend  to  ignore  the  poor  and  those  in  poverty, 
and  the  lessons  are  pretty  clear  that  democracy  doesn't  survive 
long  where  poverty  is  left  to  fester.  Democracy  seems  to  need  a  cer- 
tain level  of  economic  activity  to  maintain  its  course. 

I  hope  that  you  continue  to  be  a  leading  voice  to  make  sure  we 
help  build  these  economies  but  that  every  portion  of  these  countries 
and  every  segment  of  these  countries  benefit  from  these  increased 
economic  conditions.  Your  recent  trip  was  a  great  success.  And  I 
look  forward  to  hearing  from  you. 


[The  prepared  statement  of  Mr.  Gejdenson  appears  in  the  appen- 
dix.] 

Mr.  TORRICELLI.  Mr.  Smith. 

Mr.  Smith.  Thank  you,  Mr.  Chairman.  Let  me  join  my  colleagues 
in  welcoming  our  distinguished  Secretary  of  Commerce,  Secretary 
Brown,  to  our  subcommittees.  And  Mr.  Chairman,  I  would  ask  that 
my  full  statement  be  made  a  part  of  the  record. 

Mr.  TORRICELLI.  Without  objection. 

Mr.  Smith.  Mr.  Chairman,  as  the  first  of  our  series  of  hearings 
on  the  upcoming  Summit  of  the  Americas,  I  believe  that  our  discus- 
sion about  the  role  of  trade  in  the  development  and  stability  of  the 
hemisphere  is  most  important.  Economic  reform  and  trade  expan- 
sion is  the  logical  outgrowth  of  political  reform  and  economic  co- 
operation. Now  that  NAFTA  is  the  law  of  the  land,  it  has  quickly 
become  the  common  denominator  for  free  trade  in  the  hemisphere. 

To  be  candid,  many  of  us  had  reservations  about  the  effect  of 
NAFTA  on  our  economy,  especially  as  it  relates  to  U.S.  jobs.  Now 
that  that  debate  is  over,  however,  it  is  time  to  move  aggressively 
to  implement  the  agreement  in  the  most  effective  way  possible  with 
the  expanded  interest  among  the  nations  in  this  hemisphere.  Mr. 
Chairman,  even  before  the  vote,  we  met  with  several  ambassadors 
who  seemed  to  be  lining  up  behind  an  ice  breaker,  so  that  once  the 
free  trade  agreement  was  agreed  to,  they  could  get  in  line  and  have 
a  similar  compact  with  our  Nation. 

I  hope  that  we  can  move  in  a  way  that  protects  the  U.S.  jobs  and 
our  economic  interests  while  bolstering  trade  and  human  rights 
and  other  important  criteria.  I  thank  you  and  look  forward  to  our 
distinguished  witness. 

[The  prepared  statement  of  Mr.  Smith  appears  in  the  appendix.] 

Mr.  TORRICELLI.  Mr.  Menendez. 

Mr.  Menendez.  Thank  you. 

I  want  to  also  welcome  our  distinguished  guest.  I  want  to  thank 
you,  Mr.  Chairman,  and  Chairman  Gejdenson,  for  calling  this  first 
in  what  I  hope,  and  what  you  have  announced,  will  be  a  series  of 
hearings  on  the  coming  Summit  of  the  Americas  in  December.  I 
have  a  few  concerns  that  I  want  to  take  advantage  of  with  this 
being  the  first  hearing,  not  necessarily  directly  related  to  testimony 
that  we  are  going  to  hear  today. 

First,  I  want  to  point  out  the  summit  is  right  around  the  comer. 
That  may  seem  obvious,  but  I  am  concerned  whether  we  will  be 
prepared  adequately.  I  know  that  Secretary  Brown  has  traveled  to 
South  America  recently  under ,  the  Department  of  Commerce's 
emerging  markets  program,  which  he  has  initiated  and  for  which 
he  deserves  a  great  deal  of  credit  for  promoting  U.S.  exports 
abroad,  as  well  as  for  asking  various  of  our  minority  communities 
to  participate  in  that  effort  as  well. 

But  beyond  that,  I  wonder  what  we  are  doing  in  other  agencies 
of  our  Government  to  prepare.  Have  we  sent  U.S.  delegations  to 
the  other  countries  in  the  hemisphere  to  discuss  the  actual  agenda 
of  the  summit?  I  am  not  aware  that  we  have.  And  this  concerns 
me  because  the  summit  is  called  ostensibly  to  have  something  ac- 
complished. This  process  requires  intense  collaboration  and  nego- 
tiation in  order  that  consensus  on  the  issues  of  mutual  importance 
to  the  United  States  and  this  hemisphere  can  be  achieved  before 


the  summit  begins.  Let's  not  forget  that  we  called  this  summit. 
Hemispheric  governments  have  high  expectations  and  we  need  to 
steer  the  summit  to  a  successful  conclusion. 

The  closer  one  looks  at  this  issue,  the  more  one  realizes  that 
there  are  limitations  as  to  exactly  what  we  can  accomplish.  Al- 
though free  trade  in  the  hemisphere  has  been  the  centerpiece  of 
our  relationship  with  our  southern  neighbors  over  the  last  few 
years,  the  post-NAFTA  landscape  is  the  subject  of  debate.  And  I 
am  concerned  that  with  only  4  months  remaining,  time  is  passing 
and  the  chance  that  exists  to  make  this  a  quality  summit  may  be 
slipping  by. 

I  am  also  concerned  that  the  issue  of  Cuba  is  not  on  the  summit 
agenda,  and  for  that  matter  the  subject  of  Haiti.  Have  we  become 
so  complacent  that  we  can  ignore  that  90  miles  from  our  shores 
there  is  the  longest-serving  dictator  in  the  hemisphere?  Have  we 
become  so  complacent  about  the  brutality  of  Castro's  Cuba  that  we 
fail  to  react  even  to  the  latest  wave  of  oppression  in  Cuba?  To  cite 
just  one  example,  last  Wednesday,  Cuban  gunboats  chased  and  de- 
liberately killed  up  to  40  Cuban  citizens  fleeing  the  horror  of  Cas- 
tro's Cuba.  Men,  women  and  children,  even  a  child  4V2  months  old, 
hosed  down  by  Castro's  thugs.  They  were  hosed  down  so  hard  that 
they  were  thrown  off  the  boat  undersea  and  drowned. 

The  cynicism  and  utter  cruelty  of  this  act  is  highlighted  by  the 
method  that  the  Cuban  Government  chose  for  this  death  chase. 
They  could  have  stopped  these  people  at  the  coast  line  when  they 
observed  them.  But  they  let  them  go  7  miles  out  to  sea  where  they 
would  expect  that  no  one  would  see  them,  and  subsequently  pro- 
duced this  massacre. 

So  if  we  are  to  have  a  hemispheric  summit,  we  have  to  talk 
about  not  only  questions  of  comm.erce  and  trade,  which  are  ex- 
tremely important,  but  also  about  questions  that  we  have  heard 
here  several  times  by  the  Secretary  of  State,  that  one  of  the  pillars 
of  the  foreign  diplomacy  of  this  country  is  human  rights. 

We  cannot  ignore  that  at  a  hemispheric  conference  there  is  tre- 
mendous, remarkable  opportunity  during  this  summit,  at  the  preci- 
pice of  a  new  millennia,  at  the  mid-term  of  this  administration,  at 
the  end  of  a  Congress,  and  the  beginning  of  a  new  one  at  that  time. 
It  is  an  opportunity  we  cannot  afford  to  squander,  Mr.  Chairman, 
and  I  know  that  through  your  leadership,  as  well  as  Mr.  Gejden- 
son's,  that  we  won't.  But  I  am  glad  to  see  that  we  are  acting. 

Mr.  TORRICELLI.  Thank  you,  Mr.  Menendez. 

When  the  history  of  this  administration  is  written,  there  will  be 
some  things  that  will  be  commented  upon  that  worked  well  and 
some  that  did  not.  None  will  receive  more  favorable  reviewing  than 
the  economic  performance  of  this  country.  It  bodes  well  for  the  fu- 
ture of  the  whole  nation. 

You  have  been  an  architect  and  a  principal  participant  in  this 
economic  recovery  and  for  that  you  deserve  the  thanks  and  credit 
of  every  American.  This  subcommittee  is  now  pleased  to  receive 
you  as  you  begin  to  devote  your  attention  to  questions  in  our  hemi- 
sphere and  the  economic  prospects  of  all  the  citizens  in  each  of 
these  countries.  Welcome  and  please  proceed. 


STATEMENT  OF  THE  HONORABLE  RONALD  H.  BROWN, 
SECRETARY  OF  COMMERCE,  DEPARTMENT  OF  COMMERCE 

Secretary  Bf«)WN.  Thank  you  very  much,  Chairman  Torricelli 
and  Chairman  Gejdenson  and  members  of  the  subcommittees.  I  am 
obviously  very  delighted  and  pleased  to  appear  before  these  sub- 
committees today  to  discuss  our  economic  and  commercial  relation- 
ships with  Latin  America. 

I  have  just  returned,  as  you  have  noted,  from  leading  a  Presi- 
dential Business  Development  Mission  to  Brazil  and  Argentina  and 
Chile.  That  mission  focused  on  expanding  trade  opportunities  for 
U.S.  companies  and,  most  importantly,  creating  job  opportunities 
for  the  American  people. 

I  would  like  to  take  a  few  moments  to  highlight  some  of  our  ac- 
complishments. I  also  would  like  to  discuss  what  I  believe  will  be 
a  seminal  event  in  the  U.S.  relations  with  our  hemispheric  neigh- 
bors, and  that  is  the  Summit  of  the  Americas  to  be  hosted  by  Presi- 
dent Clinton  in  Miami  in  early  December. 

In  my  judgment,  1994  has  been  a  significant  year  in  redefining 
our  relationship  with  our  neighbors  to  the  South,  beginning  with 
the  implementation  of  the  North  American  Free  Trade  Agreement, 
and  culminating  with  the  Summit  of  the  Americas  in  December. 
That  will  be  the  first  gathering  of  hemispheric  heads  of  state  in  al- 
most three  decades. 

One  of  the  truly  remarkable  events  of  the  last  decade  has  been 
the  political  and  economic  democratization  of  Latin  America.  Two- 
way  United  States  and  Latin  America  Caribbean  trade  has  more 
than  doubled  since  1983,  from  just  $67  billion  to  nearly  $153  billion 
last  year.  Latin  America's  470  million  people  make  up  one  of  the 
two  United  States'  fastest-growing  export  marketplaces.  Since 
1985,  U.S.  exports  to  Latin  America  have  generated  900,000  jobs 
in  our  country.  Continued  growth  is  expected  to  create  another  2 
million  jobs  here  at  home  by  the  year  2003. 

By  the  year  2000,  our  trade  with  Latin  America  is  expected  to 
exceed  our  trade  with  Europe.  And  since  we  know  that  trade  is  a 
two-way  street,  it  would  also  be  appropriate  for  me  to  note  that  the 
United  States  is  the  leading  market  for  exports  from  Latin  Amer- 
ica, accounting  for  43  percent  of  all  of  its  exports,  up  from  34  per- 
cent in  1981. 

In  short,  Latin  America  is  booming.  No  nation  can  afford  to  miss 
any  opportunity  to  build  closer  commercial  trade  and  investment 
relationships  with  Latin  America.  But  I  believe  that  the  United 
States,  as  hemispheric  neighbor  and  home  to  almost  30  million  peo- 
ple of  Latin  American  heritage,  is  a  special  opportunity  and  advan- 
tage in  relating  to  this  resource-rich,  diverse,  and  economically 
growing  region.  We  should  not  let  this  great  opportunity  slip  by. 

Latin  America  is  one  part  of  the  world  where  we  consistently 
have  held  a  comparative  advantage  over  our  international  competi- 
tion. As  I  mentioned  at  the  outset,  Mr.  Chairman,  I  have  recently 
completed  a  mission  to  South  America,  my  fourth  visit  to  the  re- 
gion since  becoming  Secretary  of  Commerce  in  late  January  of 
1993. 

While  in  the  region,  I  had  the  opportunity  to  meet  with  Presi- 
dents Franco,  Menem,  and  Frei.  We  signed  government-to-govern- 
ment business  development  agreements,  and  our  business  leaders. 


consisting  of  22  CEO's  of  diverse  American  companies,  both  large 
and  small,  principally  representing  the  telecommunications,  con- 
struction, energy,  financial  services,  tourism,  and  the  environ- 
mental technology  sectors  of  our  economy,  those  group  of  CEO's 
completed  deals  and  explored  potential  business  opportunities  and 
made  recommendations  in  those  three  countries  as  to  how  we  could 
make  those  countries  more  attractive  for  investment  and  trade  and 
the  expansion  of  commercial  relationships. 

I  was  accompanied  in  addition  by  an  impressive  delegation  of 
senior  government  officials  representing  various  agencies  from  the 
Eximbank  to  the  Environmental  Protection  Agency  to  the  State  De- 
partment, Department  of  Energy,  the  White  House,  Office  of 
Science  and  Technology,  and  others.  I  also  had  the  pleasure  of  hav- 
ing with  me  the  energetic  Governor  of  Indiana,  Evan  Bayh,  and  our 
ambassador  to  the  Organization  of  American  States,  Harriet  Bab- 
bitt. 

We  had  specific  reasons  for  undertaking  the  mission.  Our  first 
priority  was  to  work  on  behalf  of  U.S.  companies  to  open  doors  and 
break  down  barriers  and  to  facilitate  business  relations. 

It  is  clear  our  advocacy  efforts  do  make  a  difference.  They  have 
made  a  difference  in  Saudi  Arabia  and  in  Asia.  We  believe  they  are 
going  to  make  a  significant  difference  in  South  America.  It  makes 
a  difference  in  the  number  of  large  government  procurement  oppor- 
tunities awarded  to  U.S.  firms  and  it  makes  a  difference  in  every- 
day business  dealings. 

Mr.  Chairman,  I  have  appended  to  my  written  statement  a  list 
of  some  of  the  contracts  for  the  U.S.  companies  that  were  signed 
during  our  mission  as  well  as  a  list  of  pending  projects  for  which 
we  advocated  and  will  continue  to  advocate.  It  is  a  record  of  which 
I  am  proud,  and  it  is  strong  evidence  of  the  commitment  of  this  ad- 
ministration to  pursue  the  commercial  interests  of  the  United 
States  of  America. 

The  bottom  line  is  that  American  exports  equal  American  jobs. 
We  are  determined  to  not  only  copy  and  replicate  and  duplicate 
what  our  international  competitors  have  done,  but  to  do  it  better. 
To  stand  shoulder  to  shoulder  with  American  business  in  promot- 
ing the  commercial  interests  of  the  United  States. 

Exports  of  U.S.  technology  and  its  application  to  sustainable  de- 
velopment was  a  major  theme  of  our  mission.  So  in  Sao  Paulo,  I 
signed  a  memorandum  of  understanding  that  will  provide  U.S.  en- 
vironmental technology  companies  with  greater  access  to  the  re- 
quirements of  Sao  Paulo's  Tiete-Parana  Waterway  Project. 

We  pressed  in  Brazil  for  the  selection  of  the  Raytheon-led  consor- 
tium competing  for  the  giant  Amazon  Surveillance  Project.  During 
this  mission,  we  emphasized  the  importance  of  information  tech- 
nologies. 

In  Chile,  I  signed  a  MOU  with  the  Chilean  Minister  of  Transpor- 
tation and  Communications  that  will  establish  a  cooperative  pro- 
gram to  strengthen  telecommunications  progress  and  to  support 
the  development  of  a  network  of  networks.  In  other  words,  the  first 
giant  step  toward  a  global  information  infrastructure.  And  we  actu- 
ally tested  the  system,  linking  the  United  States  and  Chile. 

Other  commercial  agreements  were  reached  with  the  goal  of  fos- 
tering regional  trade,  including  opening  a  U.S.  commercial  center 


in  San  Paulo  Brazil,  the  first  of  its  kind  in  South  America.  We 
signed  a  MOU  that  will  lead  to  the  establishment  of  a  business  de- 
velopment committee  in  Argentina  that  will  involve  the  private  sec- 
tors in  both  countries  and  the  formulation  and  development  of  pro- 
grams and  projects  to  enhance  bilateral  commercial  opportunities. 

Let  me  say,  Mr.  Chairman,  and  members  of  the  committee,  we 
tried  to  focus  these  missions  just  not  on  macroeconomic  issues 
which  are  very  important,  but  also  on  getting  some  business  done; 
on  creating  some  real  opportunity  for  American  companies  and  for 
American  workers. 

Let  me  emphasize  that  all  of  our  efforts  on  this  mission  were 
aimed  at  facilitating  the  ongoing  efforts  of  the  private  sector.  When 
I  speak  of  economic  integration  and  economic  development  and  eco- 
nomic growth,  I  understand  that  it  is  already  under  way.  The  true 
leaders  of  hemispheric  economic  policy  are  the  men  and  women 
who  open  markets,  who  promote  commerce,  one  deal,  one  distribu- 
tor, one  joint  venture,  one  partnership  at  a  time. 

In  addition  to  business  advocacy,  I  also  conveyed  a  broader  mes- 
sage to  the  Americas.  The  message  is  that  business  development 
must  be  undertaken  hand  in  hand  with  a  strong  commitment  to  so- 
cial and  environmental  advancement. 

The  U.S.  companies  which  were  a  part  of  our  mission  fully  un- 
derstand that  their  role  in  coupling  commercial  development  with 
sound  social  and  environmental  development  is  absolutely  essen- 
tial. 

Let  me  now  turn,  if  I  might,  Mr.  Chairman,  to  the  Summit  of  the 
Americas. 

President  Clinton  has  proposed  three  goals  for  the  upcoming 
Summit  of  the  Americas:  Strengthening  democracy  and  effective 
government;  encouraging  economic  growth  through  increased  trade 
and  investment  relations;  and  seeking  sustainable  economic  devel- 
opment. 

In  my  view,  expanding  trade  and  commerce  is  the  vital  ingredi- 
ent to  the  fulfillment  of  all  three  goals.  In  conversations  with  gov- 
ernment officials  in  Latin  America,  we  heard  again  and  again  the 
importance  of  placing  commercial  issues  at  the  top  of  the  summit 
agenda.  And  high  expectations  of  what  the  summit  must  produce 
abounded  every  place  we  stopped  during  the  mission.  We  repeat- 
edly heard  a  call  for  the  summit  to  embrace  a  vision  of  how  we  can 
integrate  the  Americas  economically. 

We  are  actively  seeking  the  involvement  of  private  sector  organi- 
zations in  providing  the  summit  with  their  insights.  I  was  de- 
lighted to  receive  a  letter  in  May  from  the  Council  of  Americas  and 
Americas  Society,  along  with  the  U.S.  Chamber  of  Commerce,  and 
the  Association  of  American  Chambers  of  Commerce  of  Latin  Amer- 
ica describing  a  "White  Paper"  that  they  are  preparing  concerning 
the  summit.  I  understand  that  the  white  paper  will  suggest  govern- 
ment and  private  sector  actions  that  will  increase  regional  integra- 
tion and  expand  trade  and  investment. 

This  is  just  the  sort  of  activity  that  the  President  had  in  mind 
when  he  called  for  the  summit,  a  public-private  partnership  for  eco- 
nomic growth. 

I  have  written  to  all  of  my  counterparts  in  the  hemisphere  en- 
couraging them  to  solicit  from  their  private  sector  views  and  rec- 
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ommendations  concerning  the  summit  and  economic  development, 
and  to  invite  them  to  participate  in  the  summit  process.  I  am  plan- 
ning a  series  of  meetings  with  private  sector  representatives  in  the 
United  States  in  the  period  leading  up  to  the  summit  in  order  to 
explore  their  suggestions  and  ideas. 

The  agenda  of  the  Summit  of  the  Americas  also  will  include  the 
social  dimension  of  hemispheric  integration.  It  is  not  enough  mere- 
ly to  have  economic  reform  producing  growth  if  the  fruits  go  only 
to  the  wealthiest  5  percent  of  the  populations  of  those  countries.  In 
our  drive  for  reform  and  growth,  we  must  not  leave  behind  the 
poorest  of  the  poor.  The  summit  also  provides  an  opportunity  for 
the  governments  of  the  Western  Hemisphere  to  affirm  that  eco- 
nomic prosperity  can  only  be  assured  over  the  long  term  if  built  on 
a  solid  foundation  of  sustainable  development. 

The  goal  of  prosperity  is  not  achieved,  of  course,  through  only 
business  and  trade.  And  that  is  why  the  Summit  of  the  Americas 
will  also  celebrate  the  hardy  growth  of  democracy.  Unlike  the  last 
summit  almost  three  decades  ago  where  the  attire  of  the  day  was 
military  uniforms  adorned  with  medals,  this  summit  will  provide 
an  opportunity  for  the  new  leaders  of  the  Americas  who  represent 
the  emerging  democracies  that  we  have  seen  come  into  place  in  the 
past  several  years. 

The  President  needs  the  help  of  Congress  to  make  the  summit 
a  complete  success.  As  this  committee  is  aware,  the  Congress  is 
currently  debating  the  administration's  request  for  new  trade 
agreement  authority  and  fast  track  procedures  as  part  of  the  Uru- 
guay round  implementing  legislation.  Congress  is  also  considering 
the  administration's  proposal  for  a  so-called  interim  trade  program 
for  the  Caribbean  Basin.  Congressional  passage  of  these  proposals 
would  send  a  very  positive  message  to  the  hemisphere,  a  positive 
message  right  before  the  summit  convenes  which  make  its  even 
more  important. 

We  view  the  summit  as  more  than  an  isolated  event.  A  possible 
follow-up  to  the  summit  being  discussed  is  an  annual  hemispheric 
trade  and  commerce  forum  in  which  government  and  business  lead- 
ers would  meet  to  review  progress  on  the  action  plan  and  adopt 
new  measures  that  would  ensure  hemispheric  growth.  If  there  is 
support  for  this  idea.  Ambassador  Kantor  and  I  have  agreed  to  co- 
host  the  first  such  meeting  next  spring.  And  we  are  also  working 
in  other  areas  to  spur  trade  through  sector-specific  conferences,  in- 
cluding the  sectors  of  tourism  and  telecommunications. 

As  President  Clinton  said  in  Miami  on  Monday,  and  I  quote,  "We 
have  to  find  more  partners.  We  have  to  expand  the  frontiers  of 
trade  and  investment.  That  is  what  NAFTA  is  about;  that  is  what 
the  GATT  agreement  is  about;  and  that  surely  is  what  the  Summit 
of  the  Americas  is  about." 

I  am  convinced,  Mr.  Chairman,  and  members  of  these  sub- 
committees, that  our  global  experience  and  our  contact  with  private 
sector  leaders  proves  again  and  again  that  free  trade  does  create 
jobs.  It  does  spur  economic  growth,  it  does  bring  economic  effi- 
ciency, and  it  does  lower  consumer  cost. 

It  is  in  all  of  our  interests  to  have  stable  and  prosperous  neigh- 
bors and  growing  trade  with  all  of  the  nations  of  the  Americas. 
Trade     liberalization,     market-based     economics,     even     economic 


growth  are  not  ends  in  and  of  themselves.  Economic  growth,  in 
fact,  reinforces  pohtical  reform.  Economic  growth  promotes  long- 
tejm  development,  economic  growth  underwrites  social  reform,  and 
economic  growth  improves  the  standard  of  living  of  the  people. 

Only  a  comprehensive  approach  will  help  to  ensure  the  long-term 
viability  and  continuity  of  democratic  governments  and  the  eco- 
nomic reforms  that  hold  such  tangible  benefits  and  promise  for  the 
people  of  the  Americas. 

Many  of  the  challenges  of  the  Americas  today  are  a  function  of 
the  significant  economic  growth  which  has  taken  place  in  recent 
years,  and  the  potential  which  clearly  exists.  And  so  the  question 
remains,  what  will  we  make  of  this  potential?  What  will  we  make 
of  this  opportunity? 

The  answer,  I  believe,  is  that  we  must  assure  economic  growth 
and  job  creation  here  at  home  by  our  understanding  of  our  inter- 
dependence with  our  neighbors  to  the  South.  The  fact  is  that  we 
are  building  a  hemispheric  future  that  will  be  marked  not  by  days 
but  by  decades  that  will  last  not  for  the  remainder  of  this  century 
alone  but  well  into  the  next.  That  will  make,  in  my  judgment,  the 
21st  century  the  age  of  the  Americas. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  TORRICELLI.  Thank  you,  Mr.  Secretary,  for  your  statement. 

[The  prepared  statement  of  Secretary  Brown  appears  in  the  ap- 
pendix.] 

Mr.  TORRICELLI.  Yesterday  the  Senate  Finance  Committee  in  its 
consideration  of  implementing  legislation  for  the  Uruguay  round 
deleted  the  administration's  request  for  fast  track,  tne  interim 
trade  program,  and  GSP  renewal  from  the  GATT  implementing  leg- 
islation. 

The  House  Ways  and  Means  Committee  begins  today  and  will 
consider  similar  legislation.  I  wondered  if  you  could  amplify  your 
thoughts  on  the  impact  of  this  deletion  and  what  it  might  do  to  the 
summit,  to  the  preparations,  and  the  atmosphere? 

Secretary  Brown.  We  are  certainly  very  disappointed,  Mr.  Chair- 
man, as  you  might  suspect,  in  that  action.  We  would  hope  that  the 
House  would  proceed  on  the  course  that  it  has  taken. 

We  think  that  fast  track  authority  is  terribly  important.  It  is 
very  difficult  to  enter  into  any  negotiations  that  might  give  us  the 
opportunity  to  expand  bilateral  free  trade  agreements  or  the 
NAFTA  to  move  in  the  substantive  bringing  about  of  the  goals  that 
the  GATT  agreement  has,  in  fact,  identified  without  that  kind  of 
authority.  And  we  would  hope  that  such  deletions  would  not  take 
place  in  the  House. 

Mr.  ToRRiCEi.Li.  Is  it  a  realistic  goal  for  the  administration  to  set 
for  itself  that  by  the  time  of  the  summit  or  during  the  summit,  ei- 
ther we  achieve  a  preliminary  bilateral  or  NAFTA  agreement  with 
Chile  or  some  broader  hemispheric  rules  for  NAFTA  entry?  Are  ei- 
ther of  those  possible  in  that  short  amount  of  time? 

Secretary  Brown.  I  think  that  the  rules  proposal  or  route  might 
be  possible.  I  think  it  is  very  unlikely,  Mr.  Chairman,  that  that 
kind  of  accession  to  the  NAFTA  or  new  bilateral  treaty  would  be 
reached.  We  are  just  hopeful  that  the  Congress  takes  action  on  the 
implementing  legislation  for  the  GATT  and  that  we  can  move  for- 
ward after  that  action  is  taken. 
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Mr.  TORRICELLI.  And  with  that  in  hand,  then  you  would  set  as 
a  reaHstic  goal,  simply  by  the  time  of  the  summit,  having  those 
rules  be  clear? 

Secretary  Brown.  The  rules  of  the  game  would  be  very  impor- 
tant to  be  developed,  Mr.  Chairman.  Obviously,  we  would  have  to 
take,  if  we  are  talking  about  NAFTA  accession,  consultation  with 
our  partners,  Mexico  and  Canada. 

Mr.  TORRICELLI.  Is  there  philosophically  a  preference  or  is  there 
a  policy  judgment  made  on  whether,  in  dealing  with  NAFTA  entry, 
this  should  be  done  on  the  basis  of  a  bilateral  agreement  or  a 
broader  accession  agreement? 

Secretary  Brown.  There  is  not,  Mr.  Chairman.  I  think,  frankly, 
there  has  to  be  some  discussion  among  the  interested  parties.  I 
think  the  countries  have  an  interest  in  either  one  of  those  routes, 
bilateral  free  trade  agreement  or  accession  on  the  NAFTA,  have  to 
make  a  judgment  about  what  is  in  their  best  interest.  If  they 
choose  accession  to  NAFTA,  then  Mexico  and  the  United  States 
and  Canada  have  to  discuss  whether  that  is  appropriate.  We  want 
to  leave  the  door  open  for  the  examination  of  both  options,  Mr. 
Chairman. 

Mr.  TORRICELLI.  There  are  two  competing  phenomenon  in  the 
Southern  Hemisphere,  one,  regional  trading  alliances  which  are 
being  formed,  and  the  second,  the  possibility  that  some  Latin 
American  states  would  form  similar  trading  alliances  with  Euro- 
pean or  Asian  nations.  Could  you  comment  about  the  impact  of 
those  and  the  possibility  of  bilateral  agreements  with  the  United 
States  or  entry  into  NAFTA;  whether  they  are  helpful  or  harmful, 
both  alliances  out  of  the  region  and  within  the  region? 

Secretary  Brown.  It  depends  how  they  are  formed  and  their 
shape  and  the  substance  of  the  agreements,  Mr.  Chairman. 

We  have  generally  been  supportive  of  any  efforts  at  lower  tariff 
and  nontariff  barriers  that  move  us  closer  to  an  era  of  free  trade. 
We  have  supported  Mercosur.  We  don't  think  that  should  interfere 
with  our  ability  to  move  forward  to  NAFTA  accession.  Obviously, 
we  have  to  look  at  these  treaties  or  agreements  one  at  a  time,  but 
I  think  our  general  view  is  that  there  is  nothing  inherent  in  them 
that  should  keep  us  from  pursuing  a  goal  of  reaching  a  situation 
in  years  to  come  where  we  have  hemispheric  free  trade. 

Mr.  TORRICELLI.  For  all  of  the  successes  of  the  North  American 
Free  Trade  Agreement,  I  hope  that  at  this  point  we  can  agree  that 
there  is  a  general  understanding  that  free  trade  agreements  with 
the  United  States  are  democracy-only  clubs.  That  if  any  state,  ei- 
ther a  current  member  of  NAFTA  or  someone  who  would  seek  to 
join  in  the  future,  subverts  their  elective  process,  denies  the  basic 
right  of  its  citizens  to  choose  its  government,  or  indeed  violates 
basic  human  rights  in  dealing  with  insurgencies,  that  would  cause 
great  pause  in  this  country. 

This  is  true,  not  only  as  we  look  to  the  situation  in  Mexico  today, 
but  indeed  throughout  the  hemisphere.  Nations  that  seek  accession 
to  NAFTA  or  other  bilateral  agreements  with  the  United  States 
had  best  make  the  judgment  first  that  their  decision  to  have  a 
democratic  government  is  permanent  and  their  respect  for  rights 
are  absolute. 
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Is  that  generally  an  acceptable  statement  about  how  we  view  fu- 
ture partnerships? 

Secretary  Brown.  It  is  a  very  acceptable  formulation  of  the  ad- 
ministration's policy,  Mr.  Chairman.  I  think  that  is  demonstrated 
in  the  way  we  have  characterized  the  Summit  of  the  Americas.  It 
is  a  summit  for  democracies  only.  And  I  think  that  is  the  message 
that  we  wanted  to  send.  And  I  think  that  you  have  very  well  ar- 
ticulated and  characterized  how  we  look  at  participation. 

Mr.  TORRICELLI.  Finally,  following  on  what  Mr.  Menendez  sug- 
gested, perhaps  when  there  were  provisions  included  in  NAFTA 
that  we  would  not  allow  the  laws  of  the  United  States  to  be  sub- 
verted by  going  to  other  countries  to  trade  with  dictatorships  or 
those  where  there  are  embargoes,  particularly  Cuba,  some  didn't 
take  us  seriously.  The  message  should  be  clear,  both  in  Mexico  and 
to  those  who  come  to  Miami  with  the  hopes  of  having  similar 
agreements,  that  we  were  serious,  very  serious.  Their  countries  will 
not  be  used  as  bases  to  avoid  American  laws  for  American  compa- 
nies to  go  and  do  on  their  soil  what  would  not  be  permissible  on 
our  soil,  and  yet  we  are  mindful  that  there  are  small  beginnings 
of  those  efforts.  They  are  known.  They  are  serious.  And  they  will 
not  be  tolerated. 

Secretary  Brown.  Mr.  Chairman,  if  I  might  respond,  we  are  very 
serious  about  dealing  forcefully  with  the  problem  of  circumvention 
not  only  as  it  applies  to  antidumping  and  countervailing  duty  laws 
but  as  applies  to  the  kind  of  situation  that  you  just  brought  for- 
ward. 

Mr.  TORRICELLI.  Mr.  Gejdenson. 

Mr.  Gejdenson.  There  is  no  unanimity  on  this  particular  issue. 
There  is  unanimity  for  democratization  in  Cuba  but,  frankly,  some 
of  the  efforts  on  foreign  sales  create  more  problems  for  the  U.S. 
companies  and  less  problems  for  the  Cubans.  I  can't  let  it  pass. 

There  is  a  company  in  my  district  that  sells  hardwood  to  a  Japa- 
nese trading  company  that  recently  got  caught  in  the  web  of  these 
restrictions.  I  think  we  should  make  every  effort  to  bring  a  demo- 
cratic government  to  Cuba,  not  just  for  the  Cubans  but  for  all  of 
our  neighbors,  for  us  and  all  the  Cuban-Americans  that  are  here. 
I  hope  some  day  there  will  be  a  democracy  in  Cuba  which  will  put 
an  end  to  these  restrictions.  At  this  point  they  cause  more  prob- 
lems to  us  than  they  do  to  the  Cubans. 

Let  me  ask  you  about  Brazil  and  what  role  they  are  playing  in 
all  of  this  and  then  some  of  the  smaller  power  houses,  the  Argenti- 
nas,  the  Chiles,  and  the  Venezuelas.  What  role  does  Brazil  see  for 
itself  in  all  of  this?  Are  they  threatened  by  America's  overtures  in 
the  region? 

I  know  that  we  have  a  decent  agreement  with  them  on  intellec- 
tual property  going  beyond  what  is  currently  in  GATT.  That  is  a 
large  and  important  market  and  is  obviously  critical.  Do  we  pair 
witn  Brazil  or  is  that  too  problematic  for  other  reasons? 

Secretary  Brown.  I  don't  think  it  is  at  all,  Mr.  Chairman. 

I  should  have  pointed  out  earlier  that  Hov/ard  Glicken,  who  is 
sitting  behind  me,  was  a  part  of  our  delegation.  I  think  we  were 
very  taken  by  not  only  the  attitudes  but  the  progress  that  we  are 
seeing  in  Brazil.  Clearly,  it  is  an  economy  that  can't  be  ignored 
with  the  very  large  population,  largest  by  far  in  South  America. 
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With  an  economy  notwithstanding  its  significant  problems  that 
continues  to  grow,  with  the  fact  that  business  organizations  from 
the  United  States  are  there,  and  have  been  there  for  decades  and 
are  doing  well,  and  by  doing  well  are  creating  jobs  here  at  home. 

So  we  were  very  encouraged.  We  think  it  is  very  important  that 
we  enhance  our  commercial  trade  and  investment  relationship  with 
Brazil.  In  many  respects  it  is  a  cornerstone  of  our  relationship  with 
South  America.  It  cannot  be  ignored.  Although  it  is  true  it  has  not 
made  the  economic  progress  that,  let's  say,  a  Chile  or  an  Argentina 
has  as  far  as  economic  reform  is  concerned,  we  saw  many  signs 
that  they  are  beginning  to  move  in  the  right  direction  and  are  be- 
ginning to  demonstrate  a  commitment  to  a  real  true  market-driven 
economy. 

Mr.  Gejdenson.  The  situation  in  Venezuela  seems  to  have  im- 
proved. Is  the  Venezuelan  situation  stable  at  this  point  politically? 
Are  they  dealing  with  their  social  problems  adequately  to  try  to  do 
away  with  what  has  been  kind  of  the  traditional  problem  in  Ven- 
ezuela; the  inability  to  deal  with  the  poorest  of  the  poor  in  that 
country  which  has  created  some  instability? 

Secretary  Brown.  There  have  been  mixed  signals  there,  Mr. 
Chairman.  I  had  the  opportunity  to  visit  Venezuela  about  a  year 
ago  for  a  hemispheric  telecommunications  summit.  At  that  point, 
I  was  very  encouraged.  There  has  been  an  election  since  then,  as 
you  know.  There  has  been  some  economic  turmoil;  some  concern 
about  some  of  the  steps  that  the  new  government  has  taken,  which 
certainly  are  not  in  the  direction  of  a  market-driven  economy.  So 
I  think  that  some  additional  evaluation  is  needed  before  we  can 
make  some  judgments  here.  It  certainly  is  a  country  with  a  great 
potential. 

I  know  a  year  or  so  ago  we  were  talking  about  them  maybe  being 
in  line,  after  Chile,  put  them  in  kind  of  the  next  group.  I  think  re- 
cent events  have  caused  us  to  want  to  do  some  more  evaluation  of 
that,  and  we  will  have  to  see  what  the  future  holds. 

Mr.  Gejdenson.  Thank  you. 

Mr.  ToRRlCELLl.  Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Secretary,  apart  from  Chile,  what  countries  would  you  say 
are  most  likely  to  be  the  beneficiaries  of  a  free  trade  agreement? 
And  should  we  be  looking  at  these  on  a  one-by-one  basis  or  in  a 
more  regional  way? 

Secretary  Brown.  It  is  a  difficult  and  very  sensitive  question, 
Congressman  Smith.  I  think  one  of  the  dangers  is  getting  into  this 
expectations  game,  and  every  time  you  put  out  a  list,  you  increase 
expectations  and  you  start  getting  into  discussions  that  are  pre- 
mature about  what  route  you  will  take,  whether  it  will  be  bilateral 
free  trade  agreement  or  accession  to  NAFTA.  So  I  would  prefer  not 
to  go  down  a  list. 

I  would  certainly  repeat  what  we  have  said  in  the  past  and  that 
is  that  we  saw  the  NAFTA  as  an  important  first  step,  that  it  cre- 
ates the  largest  and  most  important  regional  free  trade  zone  in  the 
world,  that  we  certainly  ought  to  be  looking  toward  expansion  in 
the  future.  We  ought  to  do  it  carefully. 

First  of  all,  all  countries  in  South  America  are  not  interested  in 
either  a  bilateral   free  trade  agreement  or  accession  to  NAFTA. 
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They  feel  that  they  are  not  ready,  their  economies  are  not  ready 
for  that  kind  of  integration.  So  I  think  we  have  to  be  careful  and 
cautious.  By  the  same  token,  it  is  important  that  we  have  a  goal 
and  that  we  understand  what  that  goal  is  and  the  importance  of 
our  commercial  relationship  with  our  neighbor  to  the  South. 

Mr.  Smith.  Could  you  tell  us  what  you  believe  the  role  of  the 
OAS  ought  to  be,  particularly  as  it  relates  to  the  upcoming  summit 
and  trade?  Do  you  think  thev  will  have  a  more  expanded  role? 

Secretary  Brown.  I  would  hope  so,  Congressman  Smith.  As  I  in- 
dicated, Ambassador  Harriet  Babbitt  accompanied  us  as  a  member 
of  our  delegation.  I  think  her  participation  was  very  important.  She 
obviously  has  continuing  day-to-day  contact  with  representatives  of 
all  of  the  countries  of  South  America  and  of  Latin  America  and  the 
Caribbean.  Those  relationships  are  very  important  as  we  try  to 
shape  the  summit  agenda.  She  is  probaoly  the  one  who  is  closest 
in  respect  of  continuity  of  contact  than  anyone  else,  so  I  would  hope 
that  there  will  be  additional  strong  involvement  from  the  OAS. 

Mr.  Smith.  As  these  agreements  take  place,  what  role  do  you  see 
human  rights  playing? 

One  of  the  chief  criticisms  of  the  NAFTA,  and  we  held  two  hear- 
ings on  this  and  heard  from  the  various  human  rights  organiza- 
tions who  are  very  much  dismayed  that  human  rights  were 
nonissues  during  the  NAFTA  negotiations.  And,  when  the  Chiapas 
uprising  occurred  it  served  as  a  modified  wake-up  call  that  there 
are  very  serious  problems  in  Mexico. 

Secretary  Brown.  I  think  it  is  an  important  role.  I  think  we  need 
to  continue  to  be  leaders,  not  only  in  the  economic  sense  but  in  the 
moral  sense  as  well.  I  think  the  formulation  that  Chairman 
Torricelli  indicated  a  few  moments  ago  in  his  comments  is  a  good 
formulation,  that  there  are  issues  that  we  ought  to  raise  and  that 
there  are  issues  of  concern. 

Our  experience  generally  has  been  that  concern  in  many  develop- 
ing countries  for  human  rights  and  worker's  rights  and  issues  con- 
cerning the  environment  are  very  much  related  to  the  state  of  eco- 
nomic development  in  those  countries.  And  I  think  if  we  can  help 
to  create  economic  growth,  and  economic  progress,  and  economic 
opportunity,  it  makes  it  somewhat  easier  to  create  the  kind  of 
transformation  and  to  make  those  issues  a  real  priority. 

Mr.  Smith.  Do  you  foresee  in  some  of  these  agreements  that 
there  might  be  a  problem  with  one  of  the  countries  involved?  Could 
human  rights  be  contained  within  the  body  of  the  agreement  or 
would  it  be  more  ancillary? 

Secretary  Bi?o\vn.  We  have  not  had  specific  discussions  on  that 
issue  and  I  think  you  have  to  take  this  on  a  case-by-case  basis.  I 
would  be  surprised  if  we  would  be  in  discussions  about  either  ac- 
cession to  NAFTA  or  bilateral  free  trade  agreement  with  countries 
where  there  was  a  real  documented  human  rights  problem  that 
seemed  to  be  getting  worse  instead  of  getting  better. 

I  think  it  is  one  thing  to  be  moving  in  the  right  dissection,  an- 
other thing  to  be  moving  in  the  wrong  direction,  and  those  are  as- 
sessments that  we  would  make  before  entering  into  such  discus- 
sions. 

Mr.  Smith.  One  final  question,  Mr.  Chairman.  Mr.  Secretary,  in 
your  view,  how  important  are  intellectual  property  rights  laws  and 
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their  proper  enforcement,  in  the  respective  countries,  to  U.S.  in- 
vestment and  perhaps  other  foreign  investment  as  well? 

Secretary  Brown.  They  are  absolutely  crucial.  Congressman 
Smith.  I  think  that  is  one  of  the  first  things  that  potential  inves- 
tors look  at.  It  is  one  of  the  first  things  that  those  who  want  to  en- 
gage in  commerce  look  at.  It  is  a  key  sign  to  the  development  of 
the  business  climate  and  the  comfort  level  of  investors  from  the 
United  States.  It  is  an  issue  that  I  raise  in  every  single  meeting 
that  I  am  in  with  government  officials,  not  only  in  Latin  America 
but  all  over  the  world. 

As  you  know,  one  of  my  responsibilities.  Congressman  Smith,  in- 
cludes the  chairmanship  of  the  National  Information  Infrastructure 
Task  Force.  As  a  result  of  that  work,  we  issued  a  couple  of  weeks 
ago  a  working  document  on  intellectual  property  rights  protection 
and  the  new  way  we  need  to  look  at  it  because  of  the  revolution 
in  technology  that  is  taking  place.  So  we  are  very  focused  on  intel- 
lectual property  rights  protection  issues. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman.  I  yield  back 
the  balance  of  my  time. 

Mr.  TORRICELLI.  Mr.  Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  let  me  preface  my  comments,  I  have  extraordinary 
admiration  for  what  you  do  and  have  been  doing  to  open  up  mar- 
kets for  the  United  States  to  create  jobs  and  economic  opportunity 
here.  And  I  am  heartened  to  see  that  you  did  mention  in  your 
statement  that  it  is  important,  again  in  the  context  of  the  social  di- 
mension of  hemispheric  development. 

I  agree  that  the  business  of  the  summit  is  business.  In  that  proc- 
ess, I  know  that — having  spoken  to  several  Latin  American  and 
Central  American  Presidents  who  have  come  to  visit  in  the  Capitol, 
and  some  who  visit  me  personally  in  my  office — when  you  say  that 
they  hope  that  trade  has  to  be  at  the  top  of  the  summit  agenda, 
I  want  you  to  know — I  am  sure  you  know  this — there  are  a  lot  of 
them  that  have  high  expectations  that  they  will  be  the  next 
NAFTA  countrv.  And  hence,  Mr.  Smith's  question,  which  I  know 
you  so  gracefully  and  diplomatically  and  skillfully  avoided,  but  that 
is  the  fact;  that  is  the  large  expectation  of  many  of  these  countries. 
Some  unrealistic,  at  least  in  their  present  condition,  but  nonethe- 
less that  is  their  expectation. 

So  as  we  go  to  the  summit  and  if  the  business  of  the  summit  is 
business,  there  is  going  to  be,  despite  some  efforts  at  bilateral 
agreements,  I  think  if  that  is  the  driving  thrust,  hence  there  is 
going  to  be  a  great  deal  of  disappointment  when  it  is  over  because 
we  all  know,  whether  we  want  to  identify  the  countries  or  not,  that 
there  are  a  couple  of  countries  that  maybe  immediately  could  be 
considered  with  fast  track  approval  to  be  negotiated  into  a  NAFTA- 
like  agreement.  So  I  think  it  is  important  to  expand  that. 

And  in  that  context,  with  50  percent  of  the  people  in  Latin  Amer- 
ica below  the  poverty  level,  Central  and  Latin  America,  I  looked  at 
the  list  of  businesses  and  I  again  say  this  is  fantastic,  what  you 
did  in  your  trip. 

But  Raytheon  Corporation,  $1.5  billion;  CH2M  Hill,  $200  million; 
Tenneco  Gas,  $1.7  billion.  Fantastic.  No  question  about  it.  But  for 
30  million  Hispanics  who  live  in  this  country,  many  of  them  are  not 
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in  that  league.  They  have  many  relationships  with  Latin  American 
countries  in  terms  of  trade  and  for  bringing  the  50  percent  below 
the  poverty  level,  to  some  expectation  that  trade  will  mean  some- 
thing to  them. 

There  is  a  different  level  as  well  that  needs  to  be  addressed,  and 
I  hope  that  in  future  trips,  as  well  as  pursuing  these  very  vital  in- 
terests on  behalf  of  American  companies  that  do  generate  jobs, 
there  is  also  another  level  that  we  hope  we  could  pay  some  atten- 
tion to: 

A  mid-level  business  mercantile  class  that  would  really  help.  It 
is  an  opportunity  where  trade  would  really  make  a  difference  to  the 
possibilities  of  those  below  the  poverty  level  rising  above  the  pov- 
erty level.  And  so  I  would  like  to  commend  that  to  your  consider- 
ation as  we  approach  the  summit  as  a  possibility. 

Secretary  Brown.  I  couldn't  agree  with  you  more.  And  in  many 
ways,  I  don't  want  there  to  be  a  misinterpretation  of  our  focus. 
First,  all  of  those  big  contractors  have  many  subcontractors.  Many 
of  which  are  the  kinds  of  businesses  that  you  referenced.  On  all  of 
our  trade  missions,  business  development  missions,  it  is  not  only 
the  Fortune  50  companies,  we  include  small-  and  medium-sized 
businesses  on  the  delegations  as  we  did  on  this  most  recent  one. 

And  I  would  say  to  demonstrate  that  kind  of  commitment,  Mr. 
Menendez,  on  the  day  that  the  NAFTA  treaty  was  signed  here  in 
Washington,  I  was  in  Mexico  City  with  a  group  of  minority  busi- 
nessmen and  women,  principally  Hispanic  Americans,  to  make  that 
point,  to  make  the  statement  both  at  home  and  in  Mexico  that  we 
wanted  small-  and  medium-sized  businesses  to  also  bear  the  fruit 
of  the  opportunities  that  we  think  that  NAFTA  will  provide,  to  do 
some  matchmaking.  So  we  put  some  of  these  smaller  and  medium- 
sized  companies,  many  of  them  minority-owned  companies,  in 
touch  with  potential  joint  venture  partners  in  Mexico,  and  that  is 
the  approach  that  we  will  be  using  not  only  in  Latin  America  but 
all  over  the  world. 

Mr.  Mknkndkz.  I  appreciate  that  effort  and  I  hope  it  is  intensi- 
fied. 

The  opportunity  for  people — if  we  want  to  have  greater  markets 
in  Latin  America,  stable  markets,  if  we  look  at  what  is  presently 
happening  in  different  parts  of  Latin  America,  we  are  still  at  a 
precipice  in  Central  America  with  several  of  those  countries.  We 
have  other  concerns  in  South  America  of  some  governments  and 
their  stability.  In  that  respect,  I  hope  that  we  focus  our  attention 
to  some  degree  on  developing  those  markets  that  would  create  op- 
portunities for  both,  those  of  our  citizens  here  in  the  United  States, 
and  for  those  who  are  not  at  this  level  in  Latin  America  so  that 
we  can  begin  to  erode  poverty  among  the  50  percent  of  all  of  those 
who  live  below  the  poverty  level,  because  while  the  poverty  per- 
sists, hence  the  indigenous  communities  of  Latin  America  and  the 
uprisings  in  Chiapas,  and  hence  so  many  other  problems,  including 
our  own  immigration  problem  here  in  the  United  States. 

You  know,  if,  as  great  as  the  United  States  is,  there  are  many 
countries  in  Latin  America  where  it  would  be  very  pleasant  to  live 
in  if  one  did  not  have  wars  surrounding  and  if  one  had  basic  civil 
rights  and  if  one  had  a  certain  degree  of  economic  prosperity.  So 
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it  would  be  in  our  own  interest,  as  we  had  a  debate  recently  on  im- 
migration in  this  Congress,  to  foster  that. 

I  just  want  to  ask  two  questions  having  made  that  statement. 
One  is,  I  assume  that  the  administration  supports  the  interim 
trade  program  for  the  Caribbean-based  initiative  that  is  being  pro- 
posed as  part  of  GATT. 

Secretary  Brown.  Absolutely.  Strongly  supported  it. 

Mr.  Menendez.  And  what  do  we  do?  There  is  $6  billion  of  U.S. 
corporate  confiscated  properties  by  the  Castro  government.  We 
have  an  increasing  number  of  other  governments  and  other  cor- 
porations, multinational  corporations  who  are  buying  properties 
that,  in  fact,  are  owned  by  U.S.  corporations  in  our  practice  of  ne- 
gotiations. This  may  be  more  of  a  Treasury  type  of  concern,  but 
nonetheless  as  someone  who  is  promoting  commerce  on  behalf  of 
our  corporations,  I  have  heard  various  complaints  from  various  of 
those  companies  that  lost  their  properties  that  we  are  not  doing 
enough  to  make  sure  that  we  send  a  message  that  that  should  be 
hands  off  because  they  are  our  properties  and  we  have  a  legitimate 
claim  for  them. 

Secretary  Brown.  We  couldn't  agree  more  strongly,  Mr. 
Menendez.  It  is  one  of  the  reasons  why  we  have  said  that  we  don't 
believe  that  there  has  been  enough  sign  of  progress  in  Cuba.  Some 
people  point  to  small,  modest  things  that  often  get  reversed  days 
after  they  are  announced.  One  of  the  reasons  that  we  continue  to 
hold  our  opinion  that  our  opinion  does  not  need  changing  at  this 
time  is  because  progress  on  an  issue  like  that  has  not  been  made. 

Mr.  TORRICELLI.  Thank  you. 

Mr.  Ballenger,  if  you  would  permit  me  to  follow  that  for  one  mo- 
ment. I  think  that  rather  than  just  a  theoretical  warning  which  has 
gone  out  from  the  State  Department  and  from  the  Commerce  De- 
partment to  American  posts  around  the  world,  there  are  real  and 
specific  cases.  If,  indeed,  the  Mexican  telephone  companies  proceed 
with  installing  a  telephone  system  in  Cuba,  it  can  be  fairly  as- 
sumed they  are  going  to  do  so  by  purchasing  property  that  was 
confiscated  from  ITT  or  AT&T.  They  are  buying  property  the 
Cuban  Government  doesn't  own.  Indeed,  the  Cuban  Government  is 
now  encouraging  Europeans  and  Latin  firms  to  come  and  help  de- 
velop agricultural  property.  That  property  is  owned  by  people  who 
now  live  in  Miami. 

I  think  we  have  an  obligation  to  provide  not  only  theoretical 
warnings  to  governments  around  the  world  that  their  governments 
are  buying  confiscated  properties,  making  one  day  the  ability  to  re- 
store a  free  system  of  investment  in  Cuba  almost  impossible,  but 
indeed  in  fairness  to  their  own  citizens,  they  are  going  to  lose  that 
property.  As  we  all  know,  you  cannot  get  good  title  from  people 
who  don't  own  it. 

I  would  hope,  if  not  at  the  meetings,  then  in  the  corridors  and 
priority  discussions  of  this  summit,  this  issue  is  raised.  There  are 
several  foreign  ministers  who  need  to  hear  this  because  several  of 
them  are  not  only  watching  it  take  place,  but  their  governments, 
as  in  the  case  of  Mexico,  are  participants. 

Mr.  Ballenger. 

Mr.  Ballenger.  Mr.  Secretary,  as  a  person  who  has  been  some- 
times a  teeny  bit  critical  of  the  administration,  I  would  just  like  to 
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say  that  I  think  you  are  doing  a  great  job.  And  to  be  nonpolitical, 
the  interim 

Secretary  Brown.  The  first  comment  was  nonpohtical. 

Mr.  Ballenger.  The  interim  trade  program  that  you  are  sup- 
porting is  either  going  to  be  tied  to  GATT  or  is  it  separate — is  there 
some  sort  of  commitment  as  far  as  the  administration  is  concerned? 

Secretary  Brown.  Are  you  talking  about  for  the  Caribbean? 

Mr.  Ballenger.  CBI. 

Secretary  Brown.  It  is  basically  to  create  some  parity. 

Mr.  Ballenger.  I  understand  the  program.  I  just  wonder — we 
hear  that  it  is  going  to  be  tied  to  the  GATT  agreement  as  far  as 
voting  on  it  when  it  comes  up. 

Secretary  Brown.  I  think  that  is  our  intention. 

Mr.  Balijcnger.  And  I  would  like  to  say 

Secretary  Brown.  To  tie  it  to  that  implementing  legislation. 

Mr.  Ballenger.  The  Chambers  of  Commerce  of  Peru,  Bolivia,  El 
Salvador,  and  Guatemala  have  all  come  up  here  and  asked  me 
about  GATT,  and  I  can  truthfully  say  that  I  have  not  been  ap- 
proached by  someone  in  the  administration  from  the  business  com- 
munity in  the  United  States  or  anywhere  about  doing  something 
about  GATT  because  I  was  a  strong  supporter  of  NAFTA.  And  I 
just  wondered  if  there  is  an  effort  that  is  going  to  appear  some- 
where in  support  of  GATT? 

Secretary  Brown.  Let  me  make  that  approach  right  now.  We 
clearly  need  your  support,  and  other  Members  of  the  House  and 
Senate.  It  would  be  a  disgrace  for  the  country  that  provided  leader- 
ship in  breaking  the  deadlock,  negotiations  tnat  have  been  going  on 
for  7  years  in  the  Uruguay  round — you  almost  forget  when  you 
started  negotiating  7  years  ago  we  were  able  to  break  that  dead- 
lock and  provide  the  leadership  that  was  necessary,  and  for  us  not 
to  be  in  the  forefront  of  ratifying  that  treaty  with  the  implementing 
legislation  would  really  be  embarrassing  for  the  United  States.  And 
so  we  certainly  do  need  your  support.  And  I  would  hope  that  we 
would  not  only  have  it  but  that  you  would  work  with  your  col- 
leagues in  the  Congress  to  go  out  and  support  this. 

Mr.  Ballenger.  It  would  be  much  easier,  shall  we  say,  to  push 
for  GATT  if  the  business  community  in  the  United  States  would 
come  out  and  express  some  sort  of  feeling  one  way  or  the  other. 
Honestly,  I  have  heard  nothing  from  the  business  community.  If  it 
is  organized,  it  sure  doesn't  sound  like  it. 

Secretary  Brown.  I  hope  they  are  listening  to  you.  There  is  some 
organization  but,  frankly,  there  has  not  been  the  kind  of  fervor 
from  the  business  community  that  was  associated  with  NAFTA.  I 
wish  there  was  more,  but  there  are  organizations  that  are  pressing, 
that  are  in  touch  with  Members  of  Congress.  And  I  wish  there  was 
more  activism  on  the  issue. 

Mr.  Ballenger.  Can  I — since  I  used  to  come  from  the  most  tex- 
tile oriented  district  in  the  United  States,  there  are  requests  from 
the  textile  interests  in  this  legislation  that  will  be  put  together  to 
enforce  the  restrictions  on  illegal  trade  efforts — well,  I  mean  goods 
that  are  coming  through  Hong  Kong,  supposedly  being  Hong  Kong 
but  actually  produced  in  China.  There  is  an  effort  I  know  on  the 
part  of  us  who  are  textile  oriented  to  have  that  put  into  your  agree- 
ment. I  don't  know  where  the  administration  stands  on  that. 
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Secretary  Brown.  Well,  I  could  respond,  Mr.  Ballenger,  by  saying 
that  we  are  very  concerned  about  issues  like  the  circumvention 
issue.  I  met  yesterday  with  the  chief  executive  officers  of  the  appro- 
priate textile  trade  association  as  well  as  with  the  CEO  of  Bur- 
lington Industries  on  these  subjects  and  we  are  working  very  close- 
ly with  them  to  make  sure  that  in  fact  they  are  not  disadvantaged 
by  the  GATT  agreement. 

Mr.  Ballenger.  Also,  several  years  ago  when  I  was  in  Brazil, 
not  the  State  Department  but  the  U.S.  Information  Agency,  and 
met  with  some  Senators  in  the  Brazilian  Senate  that  tried  to  put 
together  a  group — or  tried  to  get  me  to  put  together  a  group  of  peo- 
ple that  would  interchange  back  and  forth  on  a  every  other  year 
basis  in  each  country  with  the  idea  that  it  would  be  paid  for  by  a 
private  individual  or  private  corporation  in  Brazil. 

And  the  greatest  difficulty  that  I  have  had,  and  the  greatest  dif- 
ficulty I  have  had  lately,  is  to  persuade  anybody  to  show  some  in- 
terest in  going  to  Central  and  South  America.  It  is  a  rough  week- 
end, I  don't  want  to  go,  or  I  have  to  take  care  of  my  children.  If 
there  is  some  way  that  you  can  rationalize  or  help  in  getting  some 
interest  developed  in  having  people  from  this  body  go  down  there 
and  interchange  with  those  bodies,  I  think  it  would  be  a  positive 
thing  for  us  to  do.  That  is  just  a  suggestion. 

Secretary  Brown.  It  is  advice  well  taken.  I  am  hopeful  that  the 
mission  that  we  embarked  on  will  help  that.  I  am  hopeful  that  this 
testimony  today  will  help  that. 

I  know  that  there  is  a  growing  interest  and  enthusiasm  on  the 
part  of  the  American  private  sector.  But  I  certainly  agree  with  you 
that  more  interest  on  the  part  of  the  Congress  would  be  very  help- 
ful. 

This  is  an  extraordinary  marketplace  for  the  United  States.  And 
we  have,  as  I  tried  to  indicate  in  my  testimony,  a  real  advantage. 

One  of  the  things  that  I  think  we  have  to  recognize  is  that  as 
the  world  changes,  and  as  these  new  emerging  markets  become  im- 
portant to  the  United  States,  whether  they  are  in  Africa  or  in  Asia 
or  in  Latin  America,  that  the  diversity  of  our  population  in  and  of 
itself  ought  to  give  us  a  real  advantage  in  competing  effectively. 

And  I  think  sometimes  we  in  America  forget  that  diversity  is  our 
greatest  strength.  We  spend  a  lot  of  time  whining  and  moaning  and 
complaining  about  how  hard  diversity  is  to  manage  instead  oi  rev- 
eling in  the  advantage  it  gives  us  in  this  new,  very  competitive 
global  marketplace. 

Mr.  Ballenger.  Thank  you,  Mr.  Chairman. 

Mr.  Torricelli.  Mr.  Wynn. 

Mr.  Wynn.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  I,  too,  would  like  to  commend  you  for  your  out- 
standing work  in  terms  of  expanding  U.S.  markets.  I  have  been  ap- 
proached by  some  leaders,  business  leaders  from  the  Caribbean  re- 
gion who  have  concern  that  the  preferences  accorded  Mexico  under 
NAFTA  will  erode  their  trading  relationship  with  the  United 
States. 

How  would  you  respond  to  that  question? 

Secretary  Brown.  I  think  they  have  legitimate  concerns  is  how 
I  would  respond.  I  have  convened  the  Caribbean  ambassadors  and 
met  with  them  at  length,  both  in  a  group  and  individually.  I  par- 


19 

ticipated  with  the  President  in  his  meetings  at  the  White  House 
several  months  ago  on  this  subject.  It  is  just  why  we  are  very  sup- 
portive of  the  Caribbean  parity  portion  of  the  implementing  legisla- 
tion for  the  GATT.  It  deals  in  a  more  limited  way  than  I  think 
many  of  the  Caribbean  nations  would  like,  but  I  think  that  they 
are  satisfied  that  the  area  that  they  are  most  concerned  about,  and 
that  is  textile  and  apparels,  is  dealt  with  in  that  language. 

So  my  judgment  is  that  we  are  dealing  with  those  concerns.  They 
are  legitimate  concerns.  And  I  am  hopeful  that  the  Congress  takes 
the  action  that  we  have  recommended. 

Mr.  Wynn.  What  other  areas  of  trade  opportunities  do  you  see 
particularly  in  the  Caribbean  that  might  be  geared  to  the  small, 
medium-sized  businesses  that  Congressman  Menendez  referred  to? 

Secretary  Brown.  I  think  there  are  many  opportunities  both  in 
manufacturing  as  well  as  in  assembly,  as  well  as  in  our  service  in- 
dustries. And  I  think  that  when  you  look  at  the  fact  that  we  have 
not  paid  enough  attention  to  our  closest  neighbors,  you  have  to 
wonder  why.  And  I  would  hope  that  the  action  that  the  Congress 
is  being  encouraged  to  take  will  send  a  signal  to  that  part  of  the 
world  that  we  understand  the  opportunities  that  have  been  lost, 
that  we  understand  that  we  have  a  responsibility  to  not  have  them 
disadvantaged  once  again  by  our  effort  to  expand  trade  to  Latin 
America. 

Mr.  Wynn.  One  final  question.  All  throughout  the  NAFTA  de- 
bate, the  question  of  environmental  and  labor  standards  was 
raised.  And  many  of  us  felt  that  the  answers  were  not  entirely  sat- 
isfactory. What  would  be  your  views  on  how  we  could  address  these 
concerns  in  our  new  trade  agreements? 

Secretary  Brown.  I,  frankly.  Congressman  Wynn,  think  that  the 
NAFTA  example  was  a  pretty  good  example  and  that  we  did 
have — I  mean,  everybody  was  not  satisfied  with  every  aspect  of  the 
outcome,  but  the  fact  is  that  we  did  have  very  direct,  specific  dis- 
cussions on  those  issues. 

The  fact  is  that  side  agreements  were  negotiated  and  agreed  on 
by  the  parties  that  are  partners  in  the  NAFTA  agreement.  I  think 
that  is  a  pretty  good  model.  I  think  we  can  debate  about  whether 
the  outcome  of  those  discussions  was — contained  all  that  we  would 
want  it  to  contain,  but  I  think  the  process  is  the  appropriate  way 
to  proceed. 

Mr.  Wynn.  Not  to  belabor  or  to  redebate  NAFTA,  but  the  loss  of 
sovereignty  issue  continues  to  raise  concern  that  some  of  these  dis- 
putes are  going  to  be  handled  in  tribunals  completely  outside  of 
U.S.  law  or  individual  State  laws.  Is  that  what  we  can  look  forward 
to  in  the  future  in  terms  of  how  issues  will  be  addressed  outside 
of  U.S.  jurisdiction? 

Secretary  Brown.  I  think  we  ought  to  always  look  at  the  sov- 
ereignty issue.  We  don't  want  to  give  up  our  national  sovereignty. 
I  think,  frankly  in  terms  of  the  GATT,  Congressman  Wynn,  it  has 
been  raised  in  a  somewhat  disingenuous  way.  I  think  that  most 
people  who  have  examined  it  closely  and  looked  at  the  history 
about  the  debate  about  such  issues  have  concluded  that  it  is  not 
a  problem  in  the  GATT.  That  does  not  mean  that  in  any  bilateral, 
multilateral,  trilateral  agreement  that  we  enter,  it  is  not  some- 
thing, you  know,  a  checkpoint  that  you  ought  to  look  to  make  sure 
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that  you  have  not  endangered  your  national  sovereignty.  I  don't 
think  that  we  have  in  either  the  NAFTA  agreement  or  the  Uru- 
guay round. 

Mr.  TORRICELLL  Mr.  Secretary,  thank  you  for  being  with  us 
today. 

I  want  to  finally  leave  the  thought  with  you  that,  as  we  each 
work  toward  getting  parity  for  our  friends  in  the  Caribbean,  we 
must  remember  that  when  the  region  faced  the  terrible  crisis  in 
Haiti  and  we  looked  to  responsible  governments  who  understood 
the  need  to  respond  to  human  rights  concerns,  to  represent  democ- 
racy, and  to  exhibit  friendship  to  the  United  States,  it  was  the 
states  of  the  Caribbean  who  responded. 

On  that  basis  alone,  aside  from  the  other  outstanding  economic 
and  political  merits,  they  deserve  at  least  to  receive  parity  for  their 
products.  And  I  would  hope  that  that  argument  would  carry  weight 
with  some  of  our  colleagues  as  we  look  to  achieve  it. 

Second,  I  wanted  to  leave  you  with  the  thought  that  among  the 
relics  of  the  cold  war,  as  we  seek  to  change  our  priorities  and  stat- 
utes that  have  frozen  in  time  some  of  our  policies  with  regard  to 
how  we  engage  in  that  struggle,  are  a  number  of  trade  items,  par- 
ticularly quotas  for  sugar  and  textiles  that  were  given  to  nations 
on  priorities  that  are  no  longer  relevant. 

I  would  cite,  for  example,  El  Salvador,  which  had  very  low  pro- 
duction abilities  and  rates  because  it  was  engaged  in  a  war.  It  is 
now  a  functioning  economy  bursting  at  the  seams  that  is  entitled 
and  could  deal  with  far  greater  numbers.  Nicaragua,  which  was  an 
adversary  in  part  of  the  cold  war  and  now  is  a  nation  with  which 
we  have  good  relations  seeking  to  recover  economically. 

These  are  only  two  of  a  number  of  examples  that  give  evidence 
to  the  fact  that  many  of  the  reasons  we  allocated  quotas  and  estab- 
lished different  economic  relationships  with  nations  no  longer  hold. 
They  need  to  be  revisited.  And  I  would  hope  that  it  is  something 
that  you  could  bring  to  our  trade  policy. 

You  have  been  very  patient  with  us  this  morning.  We  appreciate 
it  very  much,  your  presence,  your  comments,  and  your  work,  and 
we  hope  that  you  will  come  back  soon. 

Secretary  Brown.  Thank  you  very  much,  Mr.  Chairman.  I  have 
enjoyed  the  opportunity  to  be  with  you  this  morning. 

Mr.  TORRICELLI.  The  subcommittees  will  now  hear  from  the  Hon- 
orable Bernard  Aronson,  former  Assistant  Secretary  of  State,  and 
now  Advisor  at  Goldman,  Sachs  and  Company;  Mr.  Howard 
Glicken,  chairman  of  the  Commonwealth  Group;  and  Mr.  David 
Ivy,  the  president  of  the  Association  of  American  Chambers  of 
Commerce  in  Latin  America. 

Gentlemen,  if  you  would  take  your  seats  and  prepare  for  your 
testimony,  I  am  going  to  cast  a  vote  quickly  and  will  return 
promptly. 

[Brief  Recess.] 

Mr.  TORRICELLI.  Mr.  Aronson,  Mr.  Glickman,  Mr.  Ivy,  welcome. 
I  apologize  for  the  delay.  I  appreciate  very  much  your  patience.  We 
are  anxious  to  hear  your  remarks.  We  will,  of  course,  put  them  in 
the  record  in  their  entirety,  and  we  invite  you  to  summarize. 

Once  again,  we  appreciate  your  presence  very  much. 
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Mr.  Aronson,  I  was  thinking  that,  listening  to  Mr.  Menendez' 
proper  concern  over  the  participation  of  minorities  in  Latin  Amer- 
ican trade,  you  are  one  example  of  success  in  that  field.  As  a  demo- 
cratic investment  banker,  you  represent  one  of  the  smallest  minori- 
ties in  the  world  and  yet  you  have  succeeded.  So  given  your  success 
representing  this  very  small  group  of  Americans,  we  welcome  you 
here  today. 

STATEMENT  OF  BERNARD  ARONSON,  FORMER  ASSISTANT 
SECRETARY  OF  STATE  FOR  INTER-AMERICAN  AFFAIRS  AND 
INTERNATIONAL  ADVISOR  AT  GOLDMAN,  SACHS  AND  COM- 
PANY 

Mr.  Aronson.  Only  in  America,  Mr.  Chairman. 

Thank  you  very  much.  It  is  a  pleasure  to  be  back  before  the  sub- 
committee, and  I  want  to  commend  you  for  convening  these  hear- 
ings. I  have  said  in  the  past,  and  I  believe  it,  that  under  your  lead- 
ership the  Subcommittee  on  the  Western  Hemisphere  is  really 
playing  the  role  it  ought  to  play  in  the  debate  about  this  region. 
You  don't  simply  wait  until  the  crisis  of  the  day  is  upon  us,  you 
try  to  think  ahead  and  hold  hearings  to  raise  the  large  strategic 
questions.  Frankly,  there  is  none  more  important  than  trie  question 
that  the  subcommittee  is  dealing  with  today,  and  that  is  how 
quickly  and  how  widely  we  will  expand  NAFTA.  That  is  the  most 
important  decision  the  United  States  will  make  toward  this  hemi- 
sphere for  the  remainder  of  the  century.  The  summit  that  will  be 
convened  in  December  provides  an  historic  opportunity  to  answer 
that  question  in  concert  with  the  rest  of  the  nations  in  the  hemi- 
sphere. 

I  hope  and  I  would  urge  that  the  United  States  join  with  the 
other  democracies  at  the  summit  and  announce  that  our  goal  is  to 
create  a  hemispheric  free  trade  regime  by  the  year  2000  including 
every  democracy  in  this  hemisphere,  and  that  we  set  up  an  institu- 
tion, just  as  the  European  Community  did  30  years  ago,  centered 
in  the  OAS  to  help  coordinate  and  accelerate  movement  toward 
that  goal. 

Clearly  to  do  that,  we  would  have  to  answer  some  of  the  ques- 
tions that  you  and  other  members  of  the  subcommittee  raised  here 
today;  What  are  the  criteria?  Are  we  going  to  invite  democracies  to 
join  NAFTA  or  proceed  bilaterally? 

I  think  joining  NAFTA  is  the  way  to  go.  And  let  me  try  to  expand 
on  this  point  briefly,  and  then  allow  my  fellow  participants  to 
speak. 

You  have  already  heard,  and  I  think  you  know  well  the  economic 
importance  of  the  region.  This  is  the  fastest  growing  regional  mar- 
ket in  the  world.  Mexico  is  the  fastest  growing  national  market. 
When  we  are  talking  about  a  hemispheric  free  trade  regime,  we  are 
talking  about  a  market  in  a  decade  or  two  of  1  billion  people,  in- 
cluding every  country  in  the  hemisphere.  And  what  you  would  do 
if  you  made  such  an  announcement  at  the  summit,  is  you  would 
set  up  a  competition  among  all  of  the  countries  in  the  region  to  be 
first  in  line. 

And  to  win  that  competition,  what  would  they  have  to  do? 

I  think  we  already  know  what  the  criteria  are  from  what  has 
been   said  here  and  from   the  NAFTA  debate.  They  are  going  to 
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have  to  be  democracies.  They  are  going  to  have  to  protect  worker 
and  labor  rights.  They  are  going  to  have  to  have  some  commitment 
to  the  environment.  They  are  going  to  have  to  guarantee  intellec- 
tual property.  They  are  going  to  have  to  be  open  to  U.S.  investment 
and  treat  our  investments  fairly  and  be  open  market  economies. 

That  is  the  agenda  of  U.S.  interests  in  the  region,  and  you  will 
set  off  a  competition  among  the  democracies  to  meet  our  interests 
as  rapidly  as  possible  by  opening  the  door  to  NAFTA  widely. 

I  argue  in  my  testimony,  and  I  think  it  is  true,  that  this  is  not 
just  a  theoretical  point.  If  you  look  at  what  happened  in  the  hemi- 
sphere over  the  last  5  years,  starting  with  the  debt  crisis,  you  saw 
country  after  country  take  all  of  the  steps  that  the  United  States 
has  long  hoped  Latin  America  would  take:  Privatize  industries, 
open  up  their  markets,  reduce  tariff  barriers,  deal  with  their  fiscal 
deficits,  give  their  central  banks  independence. 

As  you  well  know  from  our  own  national  efforts  to  deal  with  our 
own  fiscal  problems,  those  are  very  difficult  political  steps  for  any 
democratic  leader  to  take.  And  the  leaders  of  Latin  America  were 
able  to  take  them,  first,  because  we  had  a  rare  generation  of  lead- 
ers in  recent  years  who  had  genuine  courage.  Secondly,  they  had 
no  other  choice.  The  commercial  banks  were  not  going  to  lend  any 
more  money.  Their  countries  were  closed  to  the  capital  markets. 
But  they  also  took  those  steps  because  the  United  States,  and  this 
was  a  bipartisan  effort,  gave  incentives  to  the  reformers.  The  most 
important  was  the  Brady  plan  which  directly  tied  economic  reform 
to  debt  reduction. 

And  so  these  leaders  were  able  to  say  to  their  populations,  yes, 
we  are  tightening  our  belts  and  cutting  our  deficit,  but  here  is  what 
I  am  going  to  deliver  to  you.  I  am  going  to  cut  our  foreign  debt  by 
a  third  or  more,  and  every  debtor  country  was  able  to  deliver  on 
that  commitment.  And  we  followed  up  the  Brady  plan  with  reduc- 
tions in  official  debt. 

Finally  NAFTA,  and  the  promise  of  having  hemispheric  free 
trade,  electrified  Latin  America.  It  was  the  most  important,  prom- 
ising, and  exciting  idea  that  the  United  States  had  proposed  in  dec- 
ades. It  set  off  an  explosion  of  trade  in  the  hemisphere  that  is  still 
going  on,  not  only  vis-a-vis  the  United  States  but  also 
intraregionally.  And  I  cite  the  statistics  in  my  testimony  about  this 
enormous  growth  of  trade  among  the  countries  in  the  region. 
Mercosur  is  one  example  of  that.  They  are  trying  to  do  in  5  years 
what  the  European  Community  set  out  to  do  in  30;  create  a  cus- 
toms unit  of  wholly  free  trade  in  a  common  external  area.  The  An- 
dean Pact,  the  Group  of  Three,  Chile  and  Mexico,  Mexico  and 
Central  America  have  all  negotiated  free  trade  regimes,  and  as  a 
result,  intraregional  trade,  which  had  declined  40  percent  in  the 
1980's,  has  grown  steadily  since  1990.  It  increased  30  percent  in 
1992. 

That  has  done  a  number  of  things.  It  has  allowed  the  region  to 
restore  economic  growth  which  is  good  for  its  citizens,  but  it  has 
also  drastically  reduced  the  old  border  rivalries  that  led  to  tensions 
and  wars  in  Latin  America  in  the  past. 

We  have  an  image  of  Latin  America  in  the  United  States  of  mili- 
tary actions  involving  our  own  country.  But  anybody  who  knows 
the  region  knows  there  have  been  wars  among  the  countries,  in- 
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eluding  very  ferocious  ones,  throughout  the  century.  But  when  you 
are  trading  with  your  neighbors  and  when  you  are  integrating  your 
economies  you  are  not  going  to  be  fighting  across  borders.  Chile 
and  Argentina  have  negotiated  their  border  disputes  and  Peru  and 
Ecuador  are  doing  so. 

This  has  served  our  political  agenda  as  well.  It  has  made  the 
hemisphere  more  peaceful  and  has  also  led  to  political  integration 
as  happened  in  Western  Europe.  So  we  saw  the  democracies  come 
together  at  the  OAS  in  June  of  1991  and  commit  to  defend  democ- 
racy collective  in  the  Santiago  agreement.  Something  this  hemi- 
sphere has  never  done  before. 

I  would  argue,  if  you  look  at  the  rest  of  the  world,  the  agenda 
of  the  United  States  is  being  realized  more  hopefully  and  more 
peacefully  in  this  region  than  in  any  other  part  of  the  world  as  a 
direct  result  of  that  growing  economic  and  political  convergence  of 
interests,  whether  it  is  nuclear  proliferation,  missile  proliferation, 
chemical,  or  the  settlement  of  regional  conflicts  such  as  Central 
America.  And  I  would  pay  great  tribute  to  you  because  you  played 
a  key  personal  role  in  the  successful  bipartisan  policy  to  end  the 
war  in  El  Salvador. 

Now  the  question  is  what  are  we  going  to  do  with  this  oppor- 
tunity. I  think  we  are  in  a  crossroads  in  the  region.  I  think  that 
the  trends  that  are  hopeful  are  problematic. 

Congressman  Gejdenson  asked  about  Venezuela.  Venezuela  is  in 
a  deep  economic  crisis  now  that  could  lead  to  a  political  crisis.  It 
is  an  open  question  whether  the  Colonels  will  come  back  out  of  the 
barracks. 

Brazil  is  going  to  hold  an  election  that  could  shape  their  future 
in  ways  that  we  don't  favor.  And  Mexico  is  going  through  a  difficult 
political  change.  The  populations  of  the  region  are  wondering  when 
they  are  going  to  taste  the  fruits  of  growth.  And  so  the  question 
we  must  answer  as  a  country  is  what  signal  we  are  going  to  send 
at  this  hemisphere. 

I  think  we  should  send  as  bold,  as  far-reaching,  and  visionary 
signal  as  possible.  Setting  out  at  the  turn  of  the  century  to  create 
a  hemispheric  free  trade  regime  would  do  that.  It  would  breathe 
new  oxygen  into  all  of  the  reformers  and  that,  in  turn,  strengthens 
democracy. 

It  is  not  an  accident  that  Mexico  is  undergoing  a  democratic  re- 
form now.  It  is  the  same  process  we  saw  in  Taiwan  and  South 
Korea  and  other  parts  of  the  world.  You  open  up  an  economy  and 
dismantle  barriers  and  you  unleash  political  forces  that  demand 
democratization. 

I  think  it  is  an  open  question  what  the  administration  will  do. 
They  seem  for  the  moment  to  be  focused,  as  they  should  be,  on  get- 
ting the  GATT  implementing  legislation  through  the  Congress. 

I  strongly  second  your  and  other  statements  of  support  for  the 
Caribbean  parity  treatment  that  is  in  that  legislation.  But  when 
that  is  done,  the  administration  has  to  decide  are  they  going  to  go 
for  something  large  and  visionary  and  revive  this  whole  momentum 
toward  reform  or  are  they  going  to  be  cautious  and  incremental? 

I  would  hope  that  you  on  the  committee  would  try  to  get  them 
to  answer  some  of  these  questions  before  the  summit.  They  ought 
to  be  able  to  lay  out  the  criteria  that  the  United  States  will  expect 
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other  countries  to  meet  in  order  to  join  NAFTA.  That  ought  to  be 
known  to  other  countries.  It  is  in  our  interest.  Then  they  will  start 
to  move  in  that  direction. 

It  is  a  very  vague  and  uncertain  set  of  criteria  and  ultimately  ar- 
bitrary, you  reduce  the  incentive  for  others  to  move  in  that  direc- 
tion, and  you  reduce  the  ability  of  leaders  to  say,  if  I  take  these 
five  steps,  I  will  get  to  join  NAFTA.  If  it  is  not  a  clear  road  map, 
how  do  we  expect  other  leaders  and  nations  to  move  forward? 

I  give  the  administration  high  marks  for  its  leadership  on 
NAFTA,  but  this,  the  acid  test  of  whether  all  the  brave  rhetoric 
about  the  importance  of  this  hemisphere  is  true.  And  I  hope  you 
and  the  committee  will  use  its  influence  to  convince  the  executive 
to  seize  this  opportunity. 

Thank  you,  Mr.  Chairman. 

Mr.  TORRICELLI.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Aronson  appears  in  the  appen- 
dix.] 

Mr.  TORRICELLI.  Mr.  Glicken. 

STATEMENT  OF  HOWARD  GLICKEN,  CHAIRMAN,  THE 
COMMONWEALTH  GROUP,  LTD. 

Mr.  Glicken.  Chairman  Torricelli,  Chairman  Gejdenson  and 
members  of  the  subcommittee,  I  am  pleased  to  be  here  today  to  tes- 
tify at  this  special  moment  in  the  history  of  the  Americas  about  the 
forthcoming  Summit  of  the  Americas  and  the  prospects  for  trade 
within  the  hemisphere. 

I  have  just  returned  from  that  part  of  the  world  with  Secretary 
Brown,  I  would  also  like  to  join  those  in  paying  tribute  to  the  Sec- 
retary. He  is  a  tireless,  dauntless  worker  who  is  extremely  effective 
at  closing  business,  somebody  that  I  think  we  are  very  fortunate 
to  have  in  government,  and  I  would  like  to  have  in  the  private  sec- 
tor. 

In  trying  to  make  this — my  remarks  more  succinct  and  in  so 
doing,  I  am  probably  down  to  very  few  lines  now,  so  I  will  make 
my  remarks  brief. 

Mr.  Torricelli.  We  will  have  an  opportunity  for  more  discussion 
as  well  after  we  conclude. 

Mr.  Glicken.  The  prospects  for  continued  trade  and  investment 
growth  in  Latin  America  and  in  the  hemisphere  are  excellent.  U.S. 
exports  to  Latin  America  and  the  Caribbean  have  doubled  in  the 
last  7  years  to  $80  billion  in  1993.  As  these  markets  continue  to 
open  up  the  competition  and  converts  from  agrarian  and  commod- 
ity-based economies  to  market-based  economies,  they  will  need  ever 
increased  amounts  of  U.S.  capital,  good  technologies,  and  service. 
As  these  nations  prepare  to  enter  the  global  information  age,  U.S. 
goods  and  service  will  be  essential.  As  privatization  continues,  and 
in  some  cases  it  has  hardly  begun,  there  will  be  significant  oppor- 
tunities for  U.S.  investments.  As  these  economies  continue  to  move 
toward  building  a  manufacturing  base  and  look  for  methods  to  add 
value  to  their  traditional  products,  there  will  be  additional  opportu- 
nities for  U.S.  companies. 

Participation  in  trade  in  developing  countries  tends  to  occur  in 
waves  related  to  the  country's  stage  of  development.  In  what  I 
would  call  the  first  wave,  wherein  privatization  and  infrastructure 
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projects  take  place.  The  participants  are  usually  large  multi- 
national companies.  These  companies  possess  the  financial  re- 
sources to  invest  in  sizable  projects  and  the  sophistication  to  assess 
the  political  and  economic  risks.  This  has  occurred  in  Chile  where 
virtually  everything  has  privatized.  The  same  experience  was  seen 
in  Argentina  which  has  now  completed  the  majority  of  its  privatiza- 
tion plan.  In  the  case  of  Brazil,  they  are  just  beginning.  There  is 
much  to  be  done  and  there  will  be  enormous  opportunities  when  in- 
creased privatization  occurs.  In  the  meantime,  U.S.  companies  who 
participate  in  these  privatizations  tend  to  buy  the  goods  and  serv- 
ices they  need  from  other  U.S.  companies,  thereby  opening  addi- 
tional opportunities. 

In  what  I  call  the  second  wave,  during  which  countries  diversify 
their  economies  by  building  a  manufacturing  base,  seek  methods  to 
add  value  to  their  traditional  products,  and  look  to  establish  new 
technologies  to  update  their  existing  businesses,  and  create  a 
merchantile  base,  there  are  extraordinary  opportunities  for  the 
small  to  medium  size  U.S.  business.  This  presents  an  important  op- 
portunity for  the  tens  of  thousands  of  small  to  medium  size  U.S. 
companies  and  entrepreneurs. 

In  the  case  of  Brazil,  the  situation  is  much  more  problematic. 
Brazil  has  an  impressive  industrial  and  technical  base  and  is  rich 
in  natural  resources.  Yet,  there  continues  to  be  relatively  high  tar- 
iffs and  many  barriers  to  trade  and  investment.  Still,  as  its  mar- 
kets open  more  fully,  inflation  is  brought  under  control  and  politi- 
cal stability  is  achieved,  Brazil  will  present  the  largest  opportunity 
for  U.S.  business  interests  in  Latin  America. 

The  following  is  an  economic  and  political  snapshot  of  Argentina, 
Brazil,  and  Chile. 

ARGENTINA 

Population  of  33.3  million.  Democracy  has  taken  hold  as  they 
continue  to  build  a  "two  major  party"  type  of  system.  Their  mar- 
kets are  open  and  adequate  protections  are  in  place.  It  is  only  1 
of  10  countries  in  the  world  where  the  United  States  has  a  $3  bil- 
lion or  greater  positive  trade  balance.  Prospects  for  continued 
growth  and  expansion  are  good.  Argentina  hopes  it  will  be  the  next 
after  Chile  to  negotiate  a  free  trade  agreement  with  the  United 
States. 

BRAZIL 

Democracy  is  new  to  Brazil.  There  has  been  much  political  tur- 
moil in  the  recent  past  marked  by  major  corruption  scandals.  The 
next  Presidential  elections  are  October  of  1994.  We  will  have  to 
wait  for  the  results  to  see  whether  business  and  political  leaders 
are  able  to  develop  a  consensus  on  economic  reform. 

Trade  liberalization  and  market  opening  has  begun  but  much 
needs  to  be  done.  Duty  is  still  quite  high  and  out  of  line  in  several 
areas.  Many  of  its  regulations  are  restrictive  and  discriminatory, 
ofTering  incentives  and  favoring  local  content.  The  future  outlook 
for  U.S.  opportunities  is  promising.  When  a  political  consensus  to 
further  open  up  their  market  is  reached,  it  will  present  the  biggest 
opportunity  in  Latin  America  for  U.S.  interests. 


26 


CHILE 


Democracy  continues  to  take  hold  as  evidenced  by  the  recent 
transition  to  President  Frei.  The  economy  is  well  managed  by  a 
cadre  of  highly  trained  technocrats,  probably  the  best  trained  in 
Latin  America.  Chile  has  had  10  consecutive  years  of  economic  ex- 
pansion and  remains  Latin  America's  model  economy. 

Chile  is  the  announced  next  candidate  for  either  accession  to 
NAFTA  or  a  bilateral  trade  agreement  with  the  United  States.  The 
future  outlook  is  positive  and  growth  is  steady.  The  example  of 
Chile's  success  would  continue  to  serve  as  a  role  model  for  the  re- 
gion. 

Now,  I  would  like  to  address  my  remarks  to  the  forthcoming 
Summit  of  the  Americas.  We  are  at  the  crossroads  of  history  rel- 
ative to  trade  opportunities  and  relations  with  Latin  America.  Re- 
lations have  never  been  better.  Many  business  and  political  lead- 
ers, many  Congressmen,  feel  a  strong  philosophical  kinship.  There 
is  a  huge  thirst  for  U.S.  products  and  services. 

The  hopes  and  expectations  of  most  Latin  America  business  and 
political  leaders  is  that  the  Summit  of  the  Americas  will  result  in 
the  development  of  a  framework  in  which  the  region  will  be  able 
to  move  forward  toward  a  Western  Hemisphere  Free  Trade  Agree- 
ment there.  Many  governments  in  the  region  are  opening  markets 
and  enacting  laws  and  procedures  that  generally  address  the  core 
principles  established  by  NAFTA. 

There  is  tremendous  enthusiasm  and  activity  both  in  North  and 
South  America  on  the  part  of  businesses  focusing  on  the  summit 
and  its  anticipated  outcome.  Companies  throughout  the  world  are 
beginning  to  focus  their  attention  toward  Latin  America.  We  are 
seeing  increased  interest  on  the  part  of  U.S.  business  to  enhance 
and  expand  their  presence  in  Latin  America,  particularly  among 
the  small  to  medium  size  companies.  They  see  the  value  that  the 
enormous  publicity  of  the  summit  will  bring  as  providing  a  market- 
ing backdrop  for  their  efforts  in  Latin  America.  In  short,  they  want 
to  seize  the  energy  and  momentum  of  the  summit  to  increase  their 
own  presence  and  market  penetration  and  what  collectively  would 
be  the  large  effort  trading  region  in  the  world. 

The  trading  advantages  for  U.S.  firms,  both  in  goods  and  serv- 
ices, are  enormous.  Latin  America  is  a  natural  and  logical  exten- 
sion of  our  current  trading  region,  not  to  mention  the  significant 
networking  possibilities  through  the  more  than  30  million  His- 
panics  in  this  country.  They  provide  both  a  political  and  commu- 
nications link  that  will  prove  invaluable  as  we  continue  to  grow  our 
activities  in  Latin  America.  As  one  who  comes  from  a  city  which 
is  50  percent  Hispanic,  I  have  seen  the  dramatic  results  of  the 
value  of  this  community. 

The  Summit  of  the  Americas  is  the  first  gathering  of  hemispheric 
leaders  in  a  generation.  We  cannot  let  what  happened  at  that  time 
occur  once  again.  According  to  Ambassador  Sol  Linowitz,  the  Punta 
Del  Este  communique  included  a  23  page  action  program  which 
didn't  produce  a  great  deal  of  action. 

The  time  is  right  to  seize  the  opportunity  at  the  summit  and  to 
reach  an  understanding  and  agreement  on  the  framework  to  estab- 
lish a  Western  Hemisphere  free  trade  agreement  (WHFTA). 
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This  will  give  the  participating  countries  an  action  plan  to  put 
into  practice  and  an  agenda  to  remain  committed  to  after  agree- 
ment is  reached  at  the  summit.  Never  in  the  history  of  Latin  Amer- 
ica has  there  been  a  greater  move  toward  democracy  and  open 
market  systems.  The  establishment  of  the  criteria  for  entry  into  a 
Western  Hemisphere  free  trade  agreement  will  help  contribute  to 
the  sustained  democratization  of  the  region.  It  will  provide  an  in- 
centive to  countries  to  continue  to  open  up  their  markets  and  main- 
tain democracy  and  human  rights. 

While  it  is  a  good  idea  to  recognize  the  success  and  progress  of 
a  country  like  Chile  and  agree  to  negotiate  a  free  trade  agreement 
with  them,  it  would  be  a  mistake  not  to  have  a  defined  structure 
so  that  others  may  follow.  Otherwise,  we  may  create  some  individ- 
ual foreign  policy  and  political  problems  for  those  that  feel  they 
should  be  included  in  the  process  and  are  not.  This  could  lead  to 
unwanted  economic  and  political  disputes. 

The  establishment  of  a  Western  Hemisphere  free  trade  agree- 
ment will  create  the  largest  free  trade  area  in  the  world  with 
three-quarters  of  a  million  people.  The  trade  and  investment  bar- 
riers in  the  area  have  been  tumbling.  The  result  for  U.S.  business 
have  been  enormous.  U.S.  exports  have  grown  an  average  of  14.4 
percent  in  the  past  6  years. 

The  region  is  our  third  largest  trading  partner  behind  Canada 
and  Western  Europe.  The  growth  has  taken  place  in  spite  of  the 
higher  tariffs  in  the  region  for  our  goods  than  our  tariffs  on  their 
products.  Coffee  and  petroleum  products  enter  the  U.S.  duty  free. 
Therefore,  you  can  imagine  the  future  growth  possibilities  for  U.S. 
exports  as  the  tariffs  in  the  region  are  reduced,  a  central  theme  of 
a  Western  Hemisphere  hee  trade  agreement. 

The  world's  new  global  trading  system  has  been  a  catalyst  in 
opening  markets  and  reducing  tariffs.  But  in  my  opinion,  a  West- 
ern Hemisphere  free  trade  agreement  will  accelerate  the  movement 
to  open  markets  and,  as  our  natural  market,  U.S.  companies  would 
be  the  principal  beneficiaries. 

The  United  States  should  use  the  NAFTA  as  a  vehicle  for  estab- 
lishing a  Western  Hemisphere  free  trade  agreement.  We  should 
provide  for  an  expansion  of  the  side  agreements  to  establish  the 
standards  for  entry,  particularly  in  the  areas  of  the  environment 
and  worker's  rights.  We  should  consider  expanding  the  legislation 
introduced  by  Majority  Leader  Gephardt  and  Senator  Wofford  enti- 
tled "Chile  Free  Trade  Agreement  Negotiating  Act  of  1994"  to  in- 
clude provisions  to  allow  the  President  to  enter  into  trade  agree- 
ments with  other  nations  of  the  hemisphere,  applying  the  fast 
track  procedures  in  a  similar  manner. 

We  should  also  provide  for  negotiations  to  take  place  with 
subregional  trading  groups  if  deemed  appropriate  and  prudent.  In 
any  event,  I  urge  that  we  take  some  action  and  establish  a  policy 
framework  for  expansion  of  free  trade  agreements  in  the  region 
and  give  the  President  a  tool  to  work  with  in  the  Summit  of  the 
Americas. 

In  closing,  I  would  like  to  comment  on  the  post-summit  period. 
In  my  view,  we  must  continue  our  efforts  toward  encouraging  free 
trade  and  open  trade  bevond  the  summit  and  move  forward  with 
negotiations   of  free   trade   agreements   with   all   of  our  interested 
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neighbors  in  the  hemisphere.  We  should  give  the  opportunity  to  all 
nations  who  are  ready  and  who  have  met  the  objectives  and  prin- 
ciples that  will  be  a  precondition  to  entry. 

In  my  view,  we  should  consider  setting  a  date  for  a  subsequent 
summit  and  in  the  interim  hold  periodic  conferences  at  the  ministe- 
rial level  and  with  business  leaders.  It  is  important  for  us  to  main- 
tain the  momentum  in  the  region  and  to  continue  to  take  an  active 
leadership  role  in  helping  ensure  that  U.S.  business  interest  will 
be  the  dominant  traders  in  the  region. 

As  the  economies  of  our  southern  neighbors  continue  to  grow  and 
create  wealth  and  purchasing  power,  so  will  the  potential  opportu- 
nities for  U.S.  business  interests  grow.  We  cannot  and  should  not 
waste  this  historic  opportunity  by  periodic  inaction. 

To  achieve  the  dream  of  a  free  trading  region  from  Anchorage  to 
Tierra  Del  Fuego  will  take  time.  There  is  no  need  for  a  predeter- 
mined timeframe,  in  my  opinion,  providing  we  continue  the 
progress  we  have  begun. 

Mr.  Chairman,  and  members  of  the  subcommittee,  this  concludes 
my  prepared  statement.  Thank  you. 

Mr.  Deutsch  [presiding].  Thank  you. 

[The  prepared  statement  of  Mr.  Glicken  appears  in  the  appen- 
dix.] 

Mr.  Deutsch.  Mr.  Ivy. 

STATEMENT  OF  DAVID  E.  IVY,  PRESIDENT,  THE  ASSOCIATION 
OF  AMERICAN  CHAMBERS  OF  COMMERCE  IN  LATIN  AMERICA 

Mr.  Ivy.  It  is  obviously  not  easy  to  be  the  last  speaker  on  a  list 
of  such  distinguished  witnesses,  for  some  of  the  comments  I  had 
planned  to  make  have  already  been  made.  Therefore,  in  the  inter- 
est of  expediency,  I  shall  try  to  be  brief  and  reduce  my  presen- 
tation. 

I  am  a  U.S.  citizen  with  over  30  years  of  business  experience  in 
Latin  America,  specifically  Brazil.  I  am  a  managing  partner  in  San 
Paulo  for  Korn/Ferry  International,  the  leading  executive  search 
consulting  firm,  and  the  president  of  the  Association  of  American 
Chambers  of  Commerce  in  Latin  America. 

We  are  deeply  appreciative  of  the  opportunity  to  share  with  you 
today  the  views  of  our  association  and  what  we  perceive  to  be  the 
role  of  trade  issues  in  the  Summit  of  the  Americas.  Our  association 
is  the  largest  pro  business  association  in  Latin  America,  represent- 
ing 22  American  Chambers  of  Commerce  in  20  Latin  American 
countries.  Our  membership  includes  16,500  members,  and  we  feel 
that  we  do  lead  the  way  in  promoting  increased  trade  and  invest- 
ment between  the  United  States  and  Latin  America. 

We  are  obviously  delighted  at  the  initiative  of  this  august  group 
in  having  promoted  these  hearings  on  the  Summit  of  the  Americas 
by  focusing  upon  the  expansion  of  free  trade  in  the  hemisphere. 
Whereas  this  is  an  area  of  extreme  interest  to  all  of  us,  the  goal 
of  creating  a  Western  Hemisphere  free  trade  area  is  an  extremely 
ambitious  one  which  has  been  attempted  in  the  past.  However,  the 
establishment  of  such  a  group  is  not  automatic  by  any  means  and 
calls  for  a  tremendous  amount  of  work  and  dedication  both  before 
and  after. 
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We  are  of  the  opinion  that  the  1994  Summit  of  the  Americas  is 
a  critical  opportunity  for  both  government  and  business  to  be  able 
to  recommit  and  refocus  their  energies  toward  the  need  for  contin- 
ued economic  reform  and  hemispheric  integration.  We  feel  that  the 
leaders  of  the  Summit  of  the  Americas  must  agree  to  a  common 
goal  of  creating  a  Western  Hemisphere  free  trade  area  within  10 
years,  certainly  no  later  than  January  1,  2005.  They  should  also 
agree  on  the  basic  rules  or  criteria  as  embodied  in  the  NAFTA 
agreement  which  will  govern  fair  and  open  trade  in  the  hemi- 
sphere. 

The  democratically  elected  heads  of  state  should  agree  on  mecha- 
nisms to  ensure  that  these  commitments  are  kept  and  imple- 
mented. It  would  appear  that  failure  to  use  the  summit  to  advance 
hemispheric  integration  would  be  more  than  a  mere  missed  oppor- 
tunity. Failure  to  foster  continued  economic  growth  will  jeopardize 
the  region's  ability  to  address  the  other  critical  issues  that  are  cer- 
tain to  be  discussed  at  the  summit,  including  strengthening  demo- 
cratic rule,  promoting  reliable,  independent  judicial  systems,  and 
some  of  the  others  upon  which  Mr.  Aronson  touched. 

While  the  positive  reforms  within  the  region  are  being  imple- 
mented by  elected  leaders  of  all  political  stripes,  we  should  not  un- 
derestimate the  important  role  that  the  U.S.  leadership  has  played 
in  helping  to  sustain  these  reform  programs. 

We  should  mention,  however,  that  nations  of  the  region  have  al- 
ready moved  ahead  to  expand  and  strengthen  subregional  trading 
alliances.  There  are  already  over  23  different  and  separate  trade 
agreements  between  nations  or  groups  of  nations  in  the  region, 
with  many  more  currently  under  negotiation.  Without  a  clear  road- 
map  for  expanding  trade  in  the  hemisphere,  we  risk  ending  up 
with  a  fragmented  patchwork  of  trade  rules  which  could  make 
NAFTA  expansion  even  more  difficult  rather  than  accelerating 
trade  and  investment. 

North  American  companies  have  responded  quickly  to  the  in- 
creased opportunities  in  Latin  America.  U.S.  exports  in  the  region 
rose  from  $25  billion  in  1985  to  over  $77  billion  last  year.  With  ex- 
ports growing  at  an  annual  rate  of  over  16  percent  from  1987  to 
1992,  over  1.5  million  Americans  now  owe  their  jobs  to  exports  to 
the  region. 

While  this  good  news  is  exhilarating  for  those  of  us  who  have  al- 
ways seen  the  potential  of  Latin  America,  there  is  still  much  left 
to  be  done.  There  are,  likewise,  many  important  issues  that  must 
be  resolved  as  we  move  toward  a  Western  Hemisphere  free  trade 
area.  For  example,  NAFTA's  dispute  settlement  systems  are  de- 
signed to  provide  transparent  and  relatively  quick  mechanisms  to 
resolve  disputes  among  partners.  Can  the  same  model  be  expanded 
to  include  34  nations  without  creating  a  monster  and  a  cum- 
bersome free  trade  bureaucracy? 

What  role  will  NAFTA's  environmental  and  labor  commissions 
play  in  the  expanded  NAFTA?  Will  the  criteria  for  NAFTA  acces- 
sion be  the  same  for  each  prospective  applicant?  If  so,  what  are  the 
criteria  to  be  used? 

These  are  all  serious  issues  that  require  immediate  and  detailed 
study;  however,  the  leaders  meeting  this  December  at  the  Summit 
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of  the  Americas  need  not  agree  on  answers  to  each  of  these  ques- 
tions in  order  to  make  significant  progress  on  the  trade  agenda. 

From  our  standpoint,  the  single  most  important  step  the  United 
States  can  take  to  encourage  reforms  in  the  region  is  to  clearly 
demonstrate  its  continued  commitment  toward  creating  a  Western 
Hemisphere  free  trade  area.  Formal  negotiations  for  Chile's  acces- 
sion to  NAFTA  should  begin  as  quickly  as  possible,  as  soon  as  fast 
track  negotiating  authority  can  be  obtained  from  the  U.S.  Con- 
gress. The  summit's  success  may  well  hinge  on  President  Clinton's 
ability  to  demonstrate  to  his  counterparts  that  there  is  broad  bipar- 
tisan support  in  the  U.S.  Congress  for  expanding  trade  in  the  re- 
gion. 

We  urge  this  Congress  to  grant  President  Clinton  broad  and 
clean  fast  track  negotiating  authority  for  the  purpose  of  concluding 
mutually  beneficial  trade  agreements  with  other  nations,  particu- 
larly in  this  hemisphere.  In  expanding  NAFTA,  we  must  not  forget 
the  central  idea  that  unites  all  supporters  of  expanded  trade  in  the 
hemisphere:  economic  growth  enhanced  by  increased  trade  and  in- 
vestment is  a  win-win  for  all  nations  involved. 

In  the  months  approaching  the  Summit  of  the  Americas,  the  As- 
sociation of  American  Chambers  of  Commerce  in  Latin  America 
will  be  working  with  other  groups  to  help  create  a  white  paper 
statement  of  common  principles  and  goals  for  which  we  will  seek 
wide  endorsement  by  business  organizations  in  the  United  States 
and  throughout  the  region.  We  look  forward  to  working  with  this 
committee  and  the  governments  of  the  region  to  ensure  that  the 
Summit  of  the  Americas,  the  first  of  its  kind  in  over  a  generation, 
will  be  a  success.  Thank  you. 

Mr.  Deutsch.  Thank  you. 

[The  prepared  statement  of  Mr.  Ivy  appears  in  the  appendix.] 

Mr.  Deutsch.  Let  me  ask,  and  you  can  answer  the  questions  in 
any  order  that  seems  to  work,  which  country  or  countries  would 
you  suggest  would  be  most  likely  to  be  the  next  trading  partner  or 
partners  with  the  United  States? 

Mr.  Ivy.  I  am  biased  because  I  have  been  in  Brazil  so  long.  Do 
you  mean  from  the  standpoint  of  convenience  for  the  United  States 
or  of  a  particular  country? 

Mr.  Deutsch.  I  guess  the  synei^sm  of  both  working  as  in 
NAFTA.  Is  Brazil  most  likely?  Is  it  Chile?  Is  there  particularly  an 
area  where  we  should  focus  attention? 

Mr.  Ivy.  There  is  no  reasonable  doubt  that  Brazil  is  the  leader 
in  the  region.  We  are  obviously,  as  someone  mentioned  earlier,  at 
the  crossroads  of  a  sensitive  political  situation.  We  have  a  forth- 
coming democratic  election.  This  will  be  in  October.  We  are  unsure 
what  the  outcome  will  be  or  how  it  is  going  to  go.  I  am  not  sure 
that  I  would  be  willing  to  bet  one  way  or  the  other. 

Not  only  that,  but  due  to  the  circumstances  with  which  I  am  sure 
the  members  of  this  committee  are  familiar,  Brazil  has  been  in  a 
state  of  limbo  for  the  last  year-and-one-half  with  very  few  meaning- 
ful decisions  having  been  made.  There  has  been  a  lack  of  a  states- 
man-like approach  to  various  issues.  Therefore,  common  sense  and 
macroeconomics,  to  my  way  of  thinking,  would  indicate  that  Brazil 
is  a  very  good  candidate,  but  extenuating  circumstances  might  pre- 
vent Brazil  at  this  time  from  getting  on  the  bandwagon. 
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Mr.  Glicken.  It  has  been  announced  that  Chile  will  be  the  next 
country  in  Latin  America  with  which  we  negotiate  some  type  of 
free  trade  agreement  or  accession  to  NAFTA. 

I  believe  that  countries  that  are  probable  candidates  to  follow 
would  be  countries  like  Argentina,  Paraguay,  and  Uruguay.  In  ad- 
dition, there  has  been  an  interest  of  many  other  countries  in  the 
Caribbean  for  entry  into  either  a  NAFTA-type  of  Western  Hemi- 
sphere trade  agreement  or  a  bilateral  agreement,  such  as  Barbados 
and  Trinidad  and  Tobago  and  so  on.  But  I  think  it  is  essential  that 
when  we  move  forward  with  this  idea  of  expanding  either  a 
NAFTA  or  negotiating  a  bilateral  trade  agreement.  I  think  we  will 
be  missing  a  huge  opportunity  if  we  don't  provide  a  mechanism  and 
a  framework  within  those  negotiations  for  entry  by  any  country  in 
the  Western  Hemisphere  who  meets  whatever  preconditions  and 
standards  that  will  be  set. 

Mr.  Aronson.  Congressman,  if  the  question  is  which  countries 
have  made  the  most  progress  in  their  own  economic  reform  and 
meet  the  other  criteria  that  the  United  States  would  insist  on  with 
regard  to  democracy,  worker  rights,  et  cetera,  Chile  clearly  has 
earned  and  has  been  designated  the  head  of  the  list.  Argentina,  I 
think,  would  possibly  be  another  worthy  candidate.  Colombia  in 
terms  of  its  macroeconomic  performance  is  a  leader  in  the  region. 

But  I  would  stress  the  point  that  Mr.  Glicken  just  made.  We 
should  not  see  entry  into  NAFTA  as  a  favor  we  confer  and  dole  out 
to  Latin  America.  It  is  manifesting  our  own  interest  to  set  out  a 
set  of  criteria  and  encourage  as  rapidlv  as  possible  either  individ- 
ual nations  or  regional  groups  in  the  hemisphere  to  join.  Because 
as  I  tried  to  say  in  my  testimony,  the  criteria  that  they  will  have 
to  meet  to  join  NAFTA  represents  a  roll  call  of  U.S.  interests  and 
goals  in  the  region.  And  you  will  thereby  create  incentives  for  coun- 
tries to  consolidate  democracy,  consolidate  free  and  open  markets, 
protect  intellectual  property  rights,  do  more  on  the  environment,  do 
more  for  worker  rights,  live  peacefully  with  their  neighbors,  cooper- 
ate with  the  United  States  in  international  fora. 

You  could  not  design  an  aid  program  and  fund  it,  that  you  more 
directly  and  rapidly  advance  all  of  the  interests  of  the  United 
States  in  this  hemisphere  than  setting  out  the  criteria  for  entrance 
in  NAFTA  and  then  encouraging  the  inevitable  competition  among 
countries  and  nations  in  the  regions  to  get  to  the  head  of  the  line 
because  they  recognize  that  being  at  the  end  of  the  line  they  will 
suffer  from  diversion  of  investment  from  countries  that  have  joined 
NAFTA,  and  by  setting  out  the  criteria,  you  set  out  a  magnet  for 
countries  to  move  toward  said  goals  that  we  envision  for  all  the 
hemisphere. 

That  is  really  the  vision  that  we  need  to  face.  Not  sitting  up  here 
in  Washington  and  picking  countries,  but  we  should  establish  a 
clear  criteria  and  encourage  the  free  market  in  the  hemisphere  to 
go  forward  and  a  competition  among  the  countries  to  see  who  can 
meet  that  criteria  as  quickly  as  possible. 

Obviously,  we  have  an  interest  in  associating  with  large  markets 
like  Argentina,  Brazil,  and  others.  But  if  by  setting  out  criteria  we 
could  encourage  the  entire  Caribbean  Basin  as  a  group  to  make 
rapid  progress  toward  trade  liberalization  and  protection  of  intel- 
lectual property  rights  and  protection  of  worker  rights  and  come  to 
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us  as  a  unit  and  petition  for  entry  into  NAFTA,  that  would  be 
manifestly  in  the  interest  of  our  country.  We  have  been  trying  to 
promote  growth  and  stability  in  that  region  for  this  century.  That 
would  consolidate  it.  So  I  think  we  should  set  out  the  criteria. 

We  should  obviously  encourage  the  most  worthy  trading  partners 
from  the  economic  point  of  view  to  move  forward,  but  we  should  let 
the  process  go  forward.  What  troubles  some  of  us  that  are  watching 
this  is  that  we  see  no  clear  criteria  and  we  feel  that  there  is  risky 
politics  and  want  to  do  this  slowly.  That  is  a  big  mistake  at  a  time 
when  the  reformers  are  embattled  and  protectionist  forces  are  hav- 
ing a  revival.  We  are  taking  away  all  the  incentives  for  the  reform- 
ers to  take  another  bite  of  the  apple  and  move  forward. 

Mr.  Deutsch.  One  last  question  for  me.  Obviously,  a  lot  of  de- 
bate in  Congress  over  NAFTA  had  to  do  with  how  to  integrate  en- 
vironmental and  labor  concerns.  Do  you  see  NAFTA  as  a  model? 
Would  there  be  anything  different  in  adding  any  of  the  countries 
you  just  mentioned  to  a  free  trade  agreement  in  terms  of  integrat- 
ing environmental  and  labor  standards  issues  into  an  agreement 
with  other  countries?  I  mean,  would  there  be  a  difference  in  Brazil 
and  Chile  and  Argentina  as  it  was  done  in  Mexico? 

Mr.  Aronson.  You  know,  what  you  set  up  in  NAFTA  really  is  a 
process  for  addressing  legitimate  worker  rights  issues  and  legiti- 
mate environmental  issues  through  these  trilateral  commissions 
rather  than  set  up  a  hard  and  fast,  you  have  to  have  x  percent  of 
your  air  be  pure  or  whatever.  You  set  up  a  process. 

Perhaps  as  we  watch  the  process  develop  and  we  have  some  ex- 
perience with  it  between  Mexico,  the  United  States,  and  Canada, 
we  will  learn  from  that  experience  how  to  make  it  work  better  and 
strengthen  the  work  of  the  commission  and  the  enforcement  mech- 
anisms. I  think  we  ought  to  be  open  to  that.  But,  frankly,  we  have 
no  experience  with  that.  The  agreement  has  only  been  in  effect  as 
you  know  since  January  1. 

I  think  there  is  a  danger  that  we  will  so  overload  the  process  of 
negotiating  free  trade  with  all  of  the  other  legitimate  and  worthy 
agendas  that  groups  have  who  care  about  those  issues,  that  no  na- 
tion will  be  able  to  meet  the  criteria.  I  think  the  NAFTA  model  is 
not  a  bad  one.  Perhaps  it  could  be  strengthened. 

Mr.  Deutsch.  Any  other  response? 

Mr.  Ivy.  I  would  reiterate  basically  what  Mr.  Aronson  said.  If  we 
look  at  it  as  a  process,  a  process  that  at  this  point  is  untried,  I 
think  that  there  is  not  a  tremendous  amount  of  objection  to  going 
ahead  and  having  the  side  agreements  tied  in.  On  the  other  hand^ 
there  is  the  inherent  risk  once  again  that  if  we  make  it  too  dif- 
ficult, if  we  make  the  criteria  along  those  lines  so  difficult  that  no- 
body can  adhere  to  it,  we  may  be  defeating  our  own  purposes  as 
we  try  to  expand  our  trade  throughout  the  region. 

Mr.  Glicken.  That  is  part  of  the  point  that  Secretary  Aronson 
has  made  and  with  which  I  fully  agree.  In  examining  the  oppor- 
tunity that  we  have  right  now,  time  is  certainly  not  a  factor,  I  don't 
think,  in  having  a  definite  structure  in  place  in  terms  of  the  issues. 
I  think  what  is  critical  at  this  moment,  particularly  because  of  the 
Summit  of  the  Americas,  is  to  have  in  place  at  least  a  general 
structure  and  a  consensus  on  that  structure.  And  it  would  seem  to 
me  that  to  utilize  NAFTA,  which  was  a  long  and  tedious  process, 
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and  to  utilize  at  least  the  rudiments  of  the  side  agreements  as  the 
basic  structure — if  we  could  get  some  kind  of  a  consensus — is  a 
method  to  move  forward  to  expand  the  Western  Hemisphere  free 
trade  agreement.  At  the  very  least  I  think  that  would  be  a  tool 
with  which  the  President  could  work  effectively  and  whereby  we 
would  accomplish  a  great  deal  at  the  Summit  of  the  Americas. 

Mr.  TORKICELLI  [presiding!.  I  am  sorry,  Mr.  Ivy,  that  I  missed 
your  testimony,  but  I  will  read  it  and  give  it  every  attention  that 
we  have  given  every  other  witness. 

I  would  like  to  ask  a  variety  of  questions,  if  I  might. 

First,  Mr.  Aronson,  the  concept  of  expanding  NAFTA  to  include 
a  variety  of  other  nations  without  simultaneous  pledges  on  any 
scale  to  improve  infrastructure  or  training  or  to  make  these  nations 
more  competitive  brings  us  again  to  the  point  we  were  in  the  dis- 
cussion with  Mexico.  Unlike  the  European  Community,  which  ex- 
panded itself  while  making  these  significant  investments  to  ensure 
competitiveness  and  the  genuine  integration  of  the  economies,  the 
United  States  is  trying  to  get  the  best  of  all  worlds;  a  benefit  in 
the  market  without  paying  for  the  efficiencies  or  the  ability  of  other 
nations  to,  indeed,  make  this  one  market. 

Is  that  a  fair  criticism? 

Mr.  Aronson.  I  don't  agree  with  the  criticism  for  several  rea- 
sons. First  of  all,  as  in  NAFTA,  most  of  the  reductions  in  tariff  bar- 
riers will  be  in  the  favor  of  the  United  States. 

Our  market  is  already  relatively  open  to  most  of  Latin  America 
and  the  relative  reductions  will  be  on  our  side  through  the  Andean 
Trade  Preference  Initiative.  As  you  know,  I  think  you  supported  it, 
we  have  given  CBI-like  treatment  to  four  or  five  Andean  countries. 
Relatively,  our  tariff  structures,  particularly  with  GSP  and  the  like, 
is  quite  low  so  we  are  going  to  get  the  majority  of  the  benefit. 

But,  secondly,  if  you  look  at  the  way  countries  develop  and  grow, 
they  need  the  resources  to  build  that  infrastructure,  to  train  those 
workers.  And  they  will  not  get  the  resources  unless  they  grow,  un- 
less they  get  investment.  And  being  a  part  of  NAFTA  will  become 
a  magnet  for  greater  investment  for  these  countries.  They  will  grow 
more.  It  encourages  them  to  pursue  intraregional  growth  and  they 
will  grow  as  a  result  of  that  and  only  with  growth  are  they  going 
to  be  able  to  attend  to  these  problems  that  you  rightly  raise. 

Mr.  TORRICELLI.  We  are  creating  a  system  of  trade  in  the  hemi- 
sphere with  lower  tariffs  that  is  simply  a  more  acceptable  form  of 
the  current  system  of  international  trade  that  is  rife  with  restric- 
tions. It  is  not  in  any  case  the  creation  of  a  common  market  where 
there  is  mutual  responsibilities  or  a  common  economic  future. 

Mr.  Aronson.  Correct.  That  is  correct,  but  on  the  other  hand,  as 
you  noted  in  your  introductory  remarks  and  elsewhere,  we  have 
sent  some  very  clear  signals  that  if  you  are  a  country  that  has  a 
bunch  of  generals  running  the  Presidential  palace  you  are  not 
going  to  get  into  NAFTA. 

Mr.  TORRICKI.LI.  But  it  remains,  however,  that  this  is  not  a  ques- 
tion of  Germany  and  France  and  Italy  embracing  Portugal  into  a 
market  where  there  is  a  concept  of  an  inevitability  of  common  eco- 
nomic futures  and  a  sense  of  mutual  responsibility.  We  are  simply 
for  this  point  in  time  availing  ourselves  of  the  market  as  they  are 
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of  us  and  taking  mutual  advantage  of  each  other  without  common 
responsibility. 

Mr.  Aronson.  Except  I  think  that  the  reality  of  the  global  mar- 
ketplace, Mr.  Chairman,  is  that  by  integrating  your  economies  you 
then  create  other  relationships  that  lead  to  greater  mutual  respon- 
sibility. 

Mr.  TORRICELLI.  It  may,  but  I  am  trying  to  be  realistic  about 
what  we  are  achieving.  I  want  to  see  us  achieve  it  and  I  think  it 
is  important,  but  we  go  to  considerable  lengths  to  overstate  the  op- 
portunities or 

Mr.  Aronson.  But  perhaps — but  if  one  watching  the  EC  tries  to 
make  common  policy  on  political  and  foreign  policy  issues,  I  think 
you  could  make  a  case  that  we  actually  do  a  better  job  of  coordinat- 
ing in  this  hemisphere  among  the  democracies  without  a  free  mar- 
ket. 

Mr.  TORRICELLI.  Nor  am  I  arguing  that  there  should  be  a  politi- 
cal security  component  of  our  free  trade  agreement  in  the  Western 
Hemisphere.  But  we  should  distinguish  between  what  we  are  doing 
here. 

Mr.  Aronson.  I  think  we  will  do  it  differently  but  you  will  lead 
to  the  goals  that  you  seek.  Colombia  now  has  an  investment  trade 
rating  to  access  the  capital  markets  to  develop  their  oil  infrastruc- 
tures as  they  are  doing.  And  increasingly  as  countries  go  through- 
out their  path  of  reform,  they  are  going  to  have  access  to  the  mar- 
kets that  will  make  them  more  competitive  and  their  wage  struc- 
ture will  go  up.  I  think  it  is  an  indirect  way  of  moving  toward  the 
goals  that  you  rightly  state  need  to  be  met.  And  I  think  it  will  di- 
rectly flow  from  that.  But  you  don't  actually  put  it  in  the  agree- 
ment, that  is  correct. 

Mr.  TORRICELLI.  Let  me  ask  the  whole  panel's  reaction  on  a  vari- 
ety of  points  and  then  we  will  come  back  to  this  if  you  would  like 
to.  It  is  possible  that  in  the  hemisphere,  nations  are  to  become  in- 
volved in  trade  alliances  with  nations  outside  of  the  hemisphere, 
thereby  creating  a  situation  where  a  nation  becomes  a  conduit  for 
goods  or  investment  into  the  hemisphere  contrary  to  the  its  spirit. 
Should  we  then  formally  or  informally  recognize  that  association 
with  European  or  Asian  nations  on  such  trade  agreements  that 
would  run  counter  to  our  ambitions  for  this  hemisphere  and  clearly 
raise  problems  about  its  expansion? 

Mr.  Glicken.  I  don't  have  a  comment  on  that  part  of  it,  but  I 
have  a  comment  on  the  content  part.  That  certainly  is  going  to  be 
a  complex  area  within  these  negotiations  as  they  were  with 
NAFTA,  and  as  they  are  with  any  kind  of  free  trade  agreement. 
But  I  think  that  is  a  manageable  and  acceptable  area  that  can  be 
dealt  with  in  terms  of  national  content.  And  it  is  an  issue  that  real- 
ly becomes  very  complex  because  of  the  nature  of  the  uniqueness 
of  content  and  origin  to  each  country  in  the  region  and  the  inter- 
play with  the  other  countries  of  that  region.  But  I  think  it  is  a 
manageable  concept  and  I  think  that  to  consider  the  European  eco- 
nomic community  in  more  formal  trade  relations  with  either  this 
new  body  or  NAFTA  or  the  United  States  is  something  also  worthy 
of  considering. 

Mr.  TORRICELLI.  Mr.  Ivy. 
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Mr.  Ivy.  That  is  really  a  very  difficult  issue,  of  course,  and  I 
think  that  it  also  brings  up  another  point  which  is  the  sheer  bu- 
reaucracy, the  difficulty  of  making  sure  that  certain  things  are  ad- 
hered to,  such  as  the  percent  of  national  content,  for  example. 

I  have  been  out  of  Brazil  for  a  month  now.  I  have  been  traveling, 
and  when  you  leave  Brazil,  where  I  have  resided  for  30  years,  if 
you  are  gone  for  a  few  days,  things  are  so  dynamic  that  you  lose 
touch  with  what  is  going  on.  I  noticed  in  the  paper  the  other  day 
that  there  is  some  interest  on  the  part  of  Mercosur  to  develop  some 
sort  of  relationship  with  the  common  market  in  Europe,  not  nec- 
essarily a  conduit,  which  is  the  term  you  used,  but  there  would  be 
a  formal  trading  relationship.  Once  again,  if  we  look  at  the  final 
goal  of  a  Utopian  world  with  free  trade,  it  might  not  be  that  bad. 

I  think  that  the  whole  key  here  is  globalization  and  trade  inte- 
gration. If  we  look  at  Chile,  why  has  Chile  been  so  successful?  It 
is  a  small  nation  with  15  million  people.  And  why  have  they  been 
so  successful?  Because  they  were  able  to  realistically  analyze  their 
own  capabilities.  They  were  able  to  say,  fine,  we  don't  have  to  have 
a  Chilean  made  refrigerator.  We  don't  have  to  have  a  Chilean  made 
automobile.  What  can  we  do  best?  And  they  decided  that  because 
of  their  location  one  of  the  keys  would  be  agriculture.  And  so,  dur- 
ing the  winter  months  in  Europe  and  in  the  United  States  we  are 
all  eating  Chilean  grapes.  They  were  able  to  capitalize  on  what 
they  do  best. 

And  that  is  what  we  are  talking  about.  We  are  talking  about 
trade  integration,  what  we  can  do  best  and  what  the  other  nations 
can  do  best,  and  we  are  trying  to  meld  all  of  this  together  in  a  mo- 
saic whereby  each  one  of  us  will  capitalize  on  our  strengths,  not 
worry  about  our  deficiencies,  and  everybody  will  live  happily  ever 
after. 

Mr.  TORRICELM.  Should  an  expanded  NAFTA  agreement  make 
formal  reference  to  the  fact  that  where  democratic  rule  is  inter- 
rupted their  preferences  are  suspended,  lest  we  have  future  busi- 
ness leaders  come  before  us  and  argue  that  we  should  maintain 
these  arrangements  to  show  them  the  error  of  their  ways,  which 
has  happened  before? 

Mr.  Aronson.  I  think  that  would  be  a  very  powerful  deterrent 
to  coup  d'etat. 

Mr.  ToRRiCKi.Li.  To  separate  the  oligarchy  from  the  leadership  of 
the  coup. 

Mr.  Aronson.  And  the  history  of  coups  in  Latin  America  are  that 
they  usually  go  forward  when  the  military  has  support  among  the 
more  powerful  elements  in  the  business  community. 

One  of  the  reasons  that  the  coup  in  Guatemala,  a  self-group  by 
former  President  Serrano,  did  not  succeed  is  that  the  United  States 
threatened  to  cutoff  relations  and  so  I  think  on  balance  we  could 
do  that. 

Mr.  TORRICKLLI.  If  that  were  on  the  books  rather  than  an  issue 
of  policy,  it  would  tend  to  prevent  such  things. 

And  I  also  share  the  fear  that  because,  in  my  judgment,  which 
I  think  is  probably  not  shared,  the  United  States  lowered  what 
might  have  been  the  threshold  for  entry  into  NAFTA  because  of  a 
variety  of  bilateral  concerns  with  Mexico.  We  have  established  a 
hemispheric  trade  agreement  with  Mexico  as  the  lowest  common 
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denominator  of  what  is  acceptable  in  human  rights  and  in  poHtical 
poHcies. 

The  standard  in  Mexico  of  not  permitting  labor  organizations,  en- 
forcement of  labor  laws,  and  proper  respect  for  an  electoral  process 
of  genuine  integrity  in  my  judgment  should  be  an  exception  of  what 
is  permitted  in  this  process. 

Some  things  were  overlooked  in  the  case  of  Mexico  because  of  a 
variety  of  American  concerns  which  will  not  apply  to  the  same  de- 
gree elsewhere.  Nevertheless,  it  is  going  to  be  difficult  to  argue 
with  other  nations  in  the  hemisphere  to  have  respect  for  human 
rights  and  labor  laws  and  the  integrity  of  the  electoral  processes 
is  going  to  have  to  be  higher  than  Mexico's,  not  the  same  or  less. 

Mr.  Aronson.  I  think,  Mr.  Chairman,  though,  that  the  joining  of 
NAFTA  has  already  had  an  effect  in  Mexico.  Take  the  rebellion  in 
Chiapas.  The  fact  is  if  you  go  back  500  years,  Indians  in  that  re- 
gion have  been  staging  various  kinds  of  protests  against  the  condi- 
tions, some  of  which  have  led  to  violence.  And  the  reason  Chiapas 
is  different  is  that  it  happened  with  the  whole  world  watching  and 
the  whole  world  was  watching,  particularly  the  United  States,  be- 
cause we  had  integrated  our  economies  through  NAFTA  and  that 
was  an  enormous  deterrent  on  the  Mexican  Government  in  the  way 
in  which  it  responded  to  Chiapas. 

I  don't  want  to  suggest  that  President  Salinas  would  have  re- 
sponded differently,  but  you  saw  that  the  immediate  response  was 
a  violent  one  and  the  army  went  in,  but  I  think  the  political  leader- 
ship thought  differently  about  that. 

It  is  a  new  day  because  of  NAFTA  and  they  have  to  take  into 
account  the  views  of  the  international  community.  I  would  not 
want  to  suggest  that  Mexico  of  old  will  lay  out  the  criteria  for  de- 
mocratization. As  you  suggested,  the  selection  is  very  important 
and  it  is  going  to  be  held  to  a  higher  standard  of  any  election  in 
Mexican  history. 

Mr.  TORRICELLI.  It  will.  But  in  my  judgment,  if  the  United  States 
decided  upon  a  common  economic  future  with  a  country,  it,  under 
most  circumstances,  would  not  choose  to  do  so  where  the  integrity 
of  a  Presidential  election  was  debatable  and  gubernatorial  elections 
needed  to  be  voided  and  the  most  basic  of  human  rights  with  re- 
spect to  labor  laws  are  still  not  enforced;  it  is  not  a  high  standard. 
And  my  concern  is  simply,  as  other  nations  in  the  region  decide 
what  levels  they  need  to  obtain  to  become  credible  candidates  for 
a  free  trade  agreement,  that  they  look  to  the  Mexican  example, 
which  in  my  judgment  would  not  be  sufficient  to  muster  congres- 
sional approval  or  support  from  international  public  opinion. 

Mr.  Aronson.  But  you  know,  once  again  by  opening  the  door  to 
NAFTA  widely,  you  enhance  the  leverage  of  the  executive  to  make 
that  very  point  because  they  will  be  confronted  with  three  or  four 
or  five  countries  or  groups  that  all  want  to  be  at  the  head  of  the 
line.  And  you  can  say,  yes,  you  value  a  very  well-managed  econ- 
omy, but  this  group  also  respects  labor  rights  and  has  clean  elec- 
tions and  you  don't  say,  I  am  sorry,  make  some  more  progress.  But 
if  you  don't  open  the  door,  you  don't  have  that  leverage. 

Mr.  ToRRlCEi.Li.  We  will  see  how  successful  that  is  with  Mexico 
in  the  coming  weeks. 
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Mr.  Glicken.  Mr.  Chairman,  I  think  that  is  an  interesting  and 
difficult  point,  but  perhaps  through  the  mechanism  of  whatever  ar- 
chitecture is  going  to  be  in  place  to  regulate  an  expanded  kind  of 
NAFTA  that  will  include  other  bodies  and  presumably  bodies  with 
equal  votes.  Perhaps  the  principles  for  that  kind  of  mechanism  will 
get  expanded  both  for  the  region  and  for  Mexico. 

Mr.  TORRICELLI.  Is  it  legitimate  for  the  United  States  to  ask  that 
nations  that  are  going  to  enter  into  this  agreement  give  evidence 
of  a  responsible  population  policy  since  we  recognize  that  popu- 
lation growth  is  an  important  element  of  economic  success,  political 
stability  and  internal  security.  That  there  be  some  common  con- 
cepts of  population  policy  and  how  this  relates  to  their  economic 
performance  and  resources? 

Would  you  consider  this  to  be  beyond  our  rights  or  abilities? 

Mr.  Aronson.  I  think  we  have  to  be  very  careful  and  sensitive 
to  the  sense  of  sovereignty  of  these  nations  and  their  historic  rela- 
tionship with  the  United  States.  We  can  so  load  up  the  entry  price 
of  NAFTA  with  politically  difficult,  and  in  this  case  politically 
charged,  issues  that  you  create  such  a  counteraction  and  you  give 
the  enemies  of  free  trade  such  a  good  set  of  weapons  to  use  that 
they  make  it  politically  impossible  for  any  elected  government  to 
meet  the  criteria. 

And  I  haven't  thought  about  this  question.  I  think  it  is  a  legiti- 
mate issue  for  the  United  States  to  talk  to  governments  about 
through  diplomatic  channels.  My  fear  is  that  if  you  raise  that  into 
a  formal  criteria  that  you  might  produce  a  counteraction  with  reli- 
gious groups  and  others  who  would  legitimately  have  different 
views  and  that  NAFTA  would  then  come  to  look  like 

Mr.  TORRICELLI.  For  the  record,  I  was  raising  it  only  as  a  theo- 
retical question. 

Mr.  Ajionson.  I  understand,  but  I  think  there  are  some  dangers. 

Mr.  Ivy.  Mr.  Chairman,  if  I  may,  I  think  the  issue  of  national 
sovereignty  is  an  issue  that  has  to  be  carefully  thought  out  on  the 
part  of  the  United  States.  I  think  this  is  one  of  the  problems  that 
we  had  in  dealing  with  Brazil  on  the  intellectual  property  situa- 
tion. They  felt  that  we,  the  United  States,  was  imposing  or  impos- 
ing our  rules,  our  criteria,  our  standards  on  them.  And  this  raised 
an  awful  lot  of  very  delicate  political  issues  which  are  still  being 
thrashed  out,  especially  given  the  transitional  situation  in  which 
Brazil  encounters  itself  today. 

Mr.  TORRICELLI.  In  some  of  these  issues,  we  are  imposing  those 
views  and  make  no  apologies  for  doing  so.  It  goes  back  to  the  argu- 
ment on  NAFTA.  We  all  want  economic  opportunity  for  the  Mexi- 
can people,  but  I  do  not  want  to  see  our  market  used  so  that  the 
Mexican  people  can  be  exploited.  But  nonetheless  it  maybe  that  the 
United  States  does.  Some  of  us  saw  this  in  the  right  to  organize 
labor 

Mr.  Ivy.  I  would  submit  to  you,  however,  that  there  are  certain 
ways  of  getting  around  things.  Perhaps  we  have  not  been  as  adroit 
in  the  past  with  some  of  our  relationships  or  negotiations  with 
other  nations  as  we  should  have. 

Mr.  TORRICELLL  But  given  the  insecurity  of  the  Mexican  Govern- 
ment there  was  almost  no  language  or  dance  that  could  be  done 
that  would  make  them  feel  secure. 
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Mr.  Glicken,  in  your  travels  with  Secretary  Brown  is  there  any 
reason  from  the  discussions  you  heard  to  predict  how  the  issue  of 
Cuba  will  be  addressed  in  the  Miami  summit?  Did  it  come  up  on 
any  occasions? 

Mr.  Glicken.  No,  it  didn't. 

Mr.  TORRICELLI.  Mr.  Aronson,  I  will  close  my  part  by  asking  you 
a  prediction.  Will  the  issue  arise  formally  or  informally? 

Mr.  Aronson.  Well,  I  am  sure  that  President  Clinton  may  raise 
it  in  the  context  of  our  legitimate  interests  in  human  rights,  and 
I  think  it  should  be  raised  in  that  context.  I  think  Mr.  Menendez 
made  a  fairly  eloquent  statement  that  sometimes  we  become  so 
used  to  the  oppression  there  that  we  don't  express  the  outrage  that 
we  should.  I  think  how  we  raise  it  is  almost  more  important  than 
the  substance  of  what  we  say.  But  I  think  that  it  is  a  legitimate 
issue  on  the  agenda. 

Mr.  TORRICELLI.  Will  it  be  raised  by  other  Latin  heads  of  state, 
in  your  judgment? 

Mr.  Aronson.  Perhaps,  but  it  may  be  more  in  terms  of  pressing 
us  to  change  our  policy.  I  think  that  there  will  be  some  of  that. 

Mr.  TORRICELLI.  That  is  my  fear.  We  have  tried  in  every  way 
possible  to  demonstrate  to  the  Cuban  people  that  if  there  were  a 
change  of  government,  the  economic  opportunities  are  almost 
boundless.  In  the  Cuban  Democracy  Act,  we  went  so  far  as  to  men- 
tion Cuban  participation  in  NAFTA.  I  think  that  is  a  worthwhile 
statement  for  the  President  of  the  United  States  to  be  making  in 
Miami,  that  if  there  were  a  democratically  elected  government  in 
Cuba,  not  chosen  by  the  people  of  the  United  States  but  by  the  peo- 
ple of  Cuba,  simply  recognizing  the  most  basic  of  human  rights,  not 
only  would  that  elected  President  of  Cuba  be  in  Miami  or  the  sum- 
mit in  his  rightful  seat,  more  importantly  that  the  U.S.  Govern- 
ment, under  the  encouragement  and  prodding,  not  the  resistance  of 
the  U.S.  Congress,  would  make  Cuba  the  next  logical  addition  to 
NAFTA. 

The  historic  cultural  and  trading  routes  in  our  region  do  not 
argue  for  the  next  addition  to  NAFTA  to  be  Chile  or  Colombia.  The 
only  likely  and  logical  addition,  based  on  historic  trading  routes  of 
investment  and  trade,  to  NAFTA  is  Cuba.  That  is  what  should  be 
done.  And  the  only  barrier  to  it  resides  in  Havana.  And  I  hope  that 
the  summit  statement,  for  those  of  you  who  are  working  with  the 
administration  on  the  President's  comments  in  Miami,  includes 
that  line  of  reasoning. 

Mr.  Ballenger. 

Mr.  Ballenger.  Thank  you,  Mr.  Chairman. 

You  were  not  here  when  Secretary  Aronson  mentioned  the  idea 
of  maybe  somehow  coming  up  with  a  list  of  things  that  would  be 
worthwhile  to  put  on  the  wall  and  say,  these  are  things  that  might 
be  usable  if  vou  want  to  try  to  work  your  way  into  being  accepted 
by  NAFTA.  And  I  think  that  is  a  good  idea. 

I  spent  a  week  in  El  Salvador,  and  before  I  left  I  attended  a 
meeting,  and  you  were  not  there,  but  there  was  a  gentleman  who 
was  writing  a  book  and  he  had  come  forward  with  a  study  that  put 
down  a  statistical  analysis,  eight  different  things  that  were  impor- 
tant, labor  law  being  one,  stabilized  government,  and  all  of  these 
things,  and  ranked  each  one  of  the  Central  and  South  American 
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countries  in  plus  or  minus  and  obviously  Nicaragua  and  Haiti  were 
at  the  bottom  of  the  totem  pole  and  Chile  was  at  the  top. 

But  the  one  question  that  would  come  to  my  mind  in  this  is  the 
fact  that  I  think  Colombia  was  next  and  then  Trinidad  and  Tobago 
was  next  and  El  Salvador  was  next.  A  completely  disjointed  group 
of  countries  that  we  are  talking  about. 

Like  I  said,  if  I  hadn't  been  in  El  Salvador — I  am  a  businessman 
and  was  looking  at  manufacturing  in  plastics,  which  is  my  busi- 
ness. And  I  went  to  this  man's  plant.  And  you  mentioned  the  in- 
vesting credit,  that  the  situation  was  there. 

And  I  went  through — the  guy  had  a  real  good  looking  folding  box 
company  and  comparatively  new  machinery.  He  had  a  corrugated 
box  plant  too  with  a  beautiful  million  dollars  four  color  printing 
dyer  strip  there  he  just  bought.  He  was  building  a  new  85,000 
square  foot  plant  and  was  talking  about  buying  a  new  extruder  and 
three  new  laminators,  and  I  said,  what  kind  of  cash  flow  do  you 
have  to  be  able  to  generate  the  money  to  be  able  to  put  this  kind 
of  investment  in  there?  And  he  said,  first  of  all,  you  have  to  realize 
that  if  you  start  in  El  Salvador,  and  I  think  this  would  apply  to 
any  of  the  disrupted  areas,  everybody  else  is  15  years  ahead  of  us, 
we  have  not  invested  anything  in  El  Salvador  in  15  years  and  we 
have  to  start  fast.  And  so  World  Bank  or  something  like  that  came 
up  and  backed  up  the  money  that  he  was  borrowing. 

He  was  investing  with  a  company  that  had  $25  million  worth  of 
sales.  Its  net  worth  if  I  was  guessing  would  be  $10  million.  It 
sounded  like  he  was  investing  that  amount  of  money  in  his  busi- 
ness. And  you  were  talking  about  job  creation  and  so  forth.  In  this 
particular  area,  none  of  the  jobs  that  he  was  creating  were  cheap. 
They  were  all — in  this  country  they  would  be  high  class  and  expen- 
sive jobs.  But  do  you  all  see — I  think  Brazil  creates  its  own  money, 
and  the  bigger  countries  seemed  to  have  gotten  their  ducks  in  a 
row  in  terms  of  finding  the  funding,  but  traveling  through  that 
area,  Mr.  Glicken,  is  not  one  of  the  problems  that  businesspeople, 
if  that  is  what  we  are  going  to  use  to  generate  the  income  and  the 
desire  in  the  economy  to  get  into  NAFTA  or  the  Western  Hemi- 
sphere NAFTA,  is  there  a  shortage  of — a  substantial  shortage  of 
capital  as  far  as  most  of  those  countries  down  there? 

Mr.  Glicken.  It  would  be  difficult  to  generalize  on  all  countries 
in  the  region.  It  would  be  more  appropriate  to  take  each  country 
by  country.  In  the  case  of  Chile,  no,  I  mean  there  is  more  than  ade- 
quate capital  and  there  is  a  large  capital  base.  They  are  rated  high- 
ly among  the  world  capital  markets.  They  find  it  easy  to  attract 
capital.  There  is  internal  capital.  There  is  the  Bolsa,  the  stock  mar- 
ket that  is  successful  there.  And  Chile  is  gearing  up  to  be  more  of 
a  world  market  player  in  exports. 

In  the  case  of  Argentina,  similar.  There  is  plenty  of  adequate 
capital.  In  the  case  of  Brazil,  I  think  there  is  adequate  capital. 
Brazil  has  problems  of  its  own  related  mostly  to  their 
hyperinflation  and  the  insecurity  of  their  current  monetary  system. 

In  the  case  of  Colombia,  I  think  there  is  plenty  of  adequate  cap- 
ital. In  the  case  of  Venezuela,  Venezuela  is  experiencing  some  prob- 
lems right  now. 

Generally,  my  answer  to  your  question  is,  yes,  there  is  adequate 
capital,  and,  if  not,  adequate  capital  could  be  attracted. 
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You  know,  one  of  the  things  that  you  really  should  focus  on  in 
that  regard  is  that  most  of  these  economies,  virtually  all  of  them, 
as  a  matter  of  fact,  are  commodity-driven,  agrarian-driven,  and 
therefore  the  success  of  those  economies  are  subject  to  the  vagaries 
of  world  market  prices  and  fluctuations.  You  can  see  what  is  hap- 
pening in  Venezuela  right  now  with  oil  prices  being  depressed. 

So,  the  promise  of  a  free  trade  type  agreement  gives  these  coun- 
tries an  opportunity  to  figure  out  ways  to  add  value  to  their  tradi- 
tional products  and  to  begin  to  develop  a  manufacturing  and  serv- 
ice base,  which  I  think  is  good  for  the  health  of  their  economy. 

And  the  real  major  beneficiary  to  those  kinds  of  moves  will  be 
our  workers  in  the  United  States,  particularly  on  the  first  wave 
when  these  countries  industrialize  and  they  are  going  to  need  cap- 
ital equipment,  are  going  to  modernize  telecommunications,  and  we 
are  among  the  world's  biggest  suppliers,  and  so  on.  That  is  where 
the  real  opportunity  is  for  us.  And  it  sort  of  feeds  on  itself.  Because 
as  these  countries  begin  to  develop  more  wealth  and  success,  it  will 
filter  down  to  more  of  their  citizens.  And  they  are  going  to  generate 
more  internal  purchasing  power,  which  is  going  to  add  to  the  value. 

Mr.  Ballenger.  Mr.  Ivy. 

Mr.  Ivy.  Yes,  sir  I  was  going  to  say  that  from  my  standpoint 
when  you  look  at  capital  you  have  to  analyze  it  from  two  stand- 
points, one,  the  capital  that  is  locally  generated  and,  two,  the  influx 
of  foreign  capital. 

With  regard  to  Brazil,  I  would  submit  to  you  that  the  influx  of 
foreign  capital,  if  you  exclude  what  has  been  going  into  the  stock 
market,  which  is  for  all  intents  and  purposes  hot  money,  has  fallen 
appreciably  over  the  past  4  or  5  years  in  large  measure  because  of 
some  of  the  doubts  raised  here  earlier  by  my  colleagues.  Brazil  is 
not  generating  enough  money  to  overcome  one  of  its  most  serious 
problems,  unemployment. 

In  1960,  the  population  of  Brazil  was  70  million.  Today  it  is  155 
million.  We  have  to  generate  1.7  million  new  jobs  a  year  just  to 
maintain  the  status  quo  with  regard  to  the  increase  in  population. 
This  is  not  being  done  and  is  in  large  measure  is  why  we  have 
some  of  the  social  problems  that  we  are  facing  in  Brazil  today. 
From  my  vantage  point,  the  deficiency  of  capital,  and  particularly 
the  reduced  influx  of  capital  into  Brazil,  is  a  problem. 

Mr.  Ballenger.  I  would  just  like  to  put  in  a  good  word  for  the 
development  of  foreign  trade,  free  trade.  I  don't  know  when  CBI 
started. 

Mr.  Aronson.  It  was  in  the  Reagan  administration  in  the  early 
1980's.  Mid-1980's. 

Mr.  Ballenger.  I  saw  a  statistic  where  the  exports  to  CBI — 
North  Carolina  led  in  the  growth,  being  my  home  State,  by  tripling 
the  amount  of  sales  that  they  did  in  that  particular  area.  And  obvi- 
ously created  a  substantial  amount  of  jobs. 

I  don't  want  to  keep  you  all  here.  I  personally  feel  very  strongly 
that  if  we  could  get  together,  with  the  administration,  I  honestly 
will  work  with  them,  and  put  down  some  prerequisites  that  we  feel 
are  important,  and  maybe  you  all  could  come  up  with  some  sugges- 
tions about  what  is  an  important  prerequisite,  but  these  things  are 
important  to  become  members  of  NAFTA  or  the  Western  Hemi- 
sphere NAFTA  and  use  that  where  they  can,  as  Bernie  says,  if  they 
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know  that  is  what  they  have  got  to  shoot  at,  they  are  going  to  work 
like  the  dickens. 

Mr.  TORRICELLI.  Some  good  guideposts  would  be  helpful. 

Thank  you  very  much  for  your  time  and  patience  and  your  testi- 
mony. You  have  been  very  helpful  to  the  committee  and  we  are 
very  grateful.  The  hearing  is  adjourned. 

[Whereupon,  at  1:20  p.m.,  the  subcommittee  was  adjourned.] 
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While  the  1980s  will  be  remembered  as  one  of  the  most  grim 
chapters  in  the  economic  history  of  the  Western  Hemisphere,  the 
1990s  have  already  been  a  decade  of  great  promise.  Behind  us  lie 
the  days  of  tremendous  debt  burdens,  shrinking  investment,  and  poor 
economic  performance.  Ahead  are  opportunities  for  all  nations  in 
Latin  America  and  the  Caribbean  to  prosper  and  improve  the  quality 
of  life  for  their  citizens. 

This  December's  Summit  of  the  Americas  will  highlight  this  new 
era  in  hemispheric  relations.  The  democratically  elected  leaders 
of  the  hemisphere  will  gather  in  Miami  to  develop  a  common  agenda. 
This  is  the  first  such  meeting  in  over  25  years. 

Our  neighbors  in  this  hemisphere  have  made  their  primary  goal 
for  the  Summit  very  clear:  to  establish  with  the  United  States  the 
terms  for  future  free  trade  agreements.  While  the  Clinton 
Administration  has  set  out  three  general  areas  for  the  Summit 
agenda  —  sustainable  development,  economic  integration  and 
democracy  —  it  has  not  yet  disclosed  any  detailed  plan  to  develop 
a  hemispheric  trade  policy. 

Debate  exists  within  our  own  government  over  whether  to 
encourage  or  dissuade  hemispheric  free  trade  initiatives,  such  as 
South  America's  Mercosur  and  the  Andean  Pact.  The  Administration 
also  has  yet  to  determine  whether  it  wants  to  proceed  with  new 
trade  agreements  through  a  multilateral  framework,  or  through 
separate  bilateral  or  regional  agreements.  In  addition,  the 
Administration  has  not  announced  clear  criteria  that  it  will  use  to 
determine  which  countries  in  the  Hemisphere  will  be  eligible  to 
negotiate  and  enter  a  trade  agreement  with  the  United  States. 

Today,  we  hope  to  gain  insight  into  those  issues.  We  are  very 
fortunate  to  have  with  us  Commerce  Secretary  Ron  Brown,  who  has 
just  returned  from  leading  a  trade  delegation  to  Latin  America.  We 
will  ask  Secretary  Brown  to  share  with  us  the  Clinton 
Administration's  vision  for  free  trade  in  the  hemisphere  and  to 
offer  us  some  insight  into  its  preparation  for  considering  trade 
issues  at  the  Summit. 

We  will  also  hear  from  a  distinguished  panel  of  American 
businessmen:  Bernard  Aronson,  former  Assistant  Secretary  of  State 
for  Inter-American  Affairs  and  International  Advisor  at  Goldman, 
Sachs  &  Company;  Howard  Glicken,  Chairman  of  the  Commonwealth  Group 
and  Co-Chair  of  the  December  Summit;  and  David  Ivy,  President  of 
the  American  Chambers  of  Commerce  of  Latin  America. 
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This  hearing  is  the  first  of  three  that  the  Western  Hemisphere 
Subcommittee  will  hold  to  focus  on  the  upcoming  Summit  and  its 
agenda.  We  will  hold  a  second  Summit  hearing  on  the  environment 
and  the  plight  of  the  hemisphere's  indigenous  peoples,  as  well  as 
a  third  hearing  to  hear  from  the  Administration  on  the  final  plans 
for  the  Summit. 
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Rep.  Sam  Gejdenson 
July  20,  1994 

Five  and  a  half  years  ago  when  I  took  over  the  Subcommittee  on 
Trade,  one  of  the  first  hearings  I  held  was  on  trade  with  Latin  America.  But 
it  was  a  frustrating  experience  because  the  entire  discussion  was  dominated 
by  Latin  America's  horrendous  debt  crisis.  That  debt  crisis  and  its  capital 
outflows,  debt  overhang  and  hyperinflation  meant  nearly  total  stagnation  in 
trade.  It  was  all  but  impossible  for  Latin  America  countries  to  be  the  kind  of 
trading  partners  we  had  always  envisioned.  But  now,  just  a  few  years  later, 
we  see  a  dramatic  turnaround  in  most  of  these  countries.  In  Chile, 
Argentina,  Uruguay,  and  Bolivia  the  economies  are  really  changing  and 
growing  for  the  first  time  in  decades. 

Whether  all  the  credit  goes  to  the  Latins  themselves  or  whether  the 
U.S.  had  a  role  in  this  upswing  can  be  debated.  The  point  is  that  Latin 
America  today  is  a  vastly  more  promising  region  with  which  to  trade. 
Countries  like  Chile  and  Argentina  have  ambitious  infrastructure  goals  and 
the  means  now  to  buy  U.S.  goods  to  help  them  acheive  those  goals. 
Inflation  is  now  at  manageable  levels.  Chile,  the  most  dynamic  economy  in 
the  region,  is  one  of  the  few  countries  in  the  world  that  has  actually  reduced 
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poverty.  Consumers  in  these  countries  have  a  new  found  ability  to 
purchase  and  many  times  it  is  our  goods  that  they  want  to  buy.  For  us,  that 
is  only  good  news  because  the  more  they  buy  from  us,  the  more  jobs  we 
create  here  at  home. 

In  the  last  decade  we  in  this  hemisphere  have  gone  from  dire 
predictions  of  insolvency  and  bailout  to  discussions  on  highly  complex  free 
trade  agreements.   The  change  has  been  nothing  short  of  remarkable. 

But  we  cannot  afford  to  be  complacent  about  this  newly  dynamic 
region.  Mr.  Secretary,  I  know  that  you  have  been  out  front  in  seizing  the 
initiative  in  this  new  environment  and  aggressively  seeking  out  new  markets 
in  Latin  America  for  U.S.  exports  and  U.S.  jobs  and  I  want  to  thank  you  for 
that.  Your  recent  trade  mission  was  an  excellent  idea  and  I  hope  that  you 
will  take  more  such  missions  and  bring  with  you  some  of  the  outstanding 
exporters  we  have  in  Connecticut. 
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Hearing  on  Prospects  for  Trade  within  the  Hemisphere 

July  20,  1994 


Mr.  Chairman,  as  the  first  of  our  series  of  hearings  on  the  upcoming  Summit  of  the 
Americas,  I  believe  our  discussion  today  about  the  role  of  trade  in  the  development  and 
stability  of  the  hemisphere  is  the  most  important.  Economic  reform  and  trade  expjmsion 
is  a  logical  outgrowth  of  political  reform  and  economic  cooperation.  Now  that  NAFTA  is 
the  law  of  the  land,  Mr.  Chairman,  it  has  become  the  common  denominator  for  debate  on 
free  trade  in  the  hemisphere. 

Many  of  us  had  reservations  about  the  effect  of  NAFTA  on  the  economy  of  our 
congressional  districts  or  states,  and,  in  fact,  voted  against  the  measure.  Now  that  that 
debate  is  over,  however,  it  is  time  to  move  to  implement  the  agreement  in  the  most  effective 
way  possible  with  the  expanded  interest  among  the  nations  in  this  hemisphere. 

With  the  expanded  interest  among  the  nations  in  this  hemisphere,  I  believe  the  U.S. 
has  a  respwnsibihty  to  be  clear  about  the  criteria  by  which  countries  gain  accession  to 
NAFTA  or  a  Western  Hemisphere  Free  Trade  Agreement  which  has  been  suggested. 
Significant  economic  reforms  and  free  market  tenets  have  been  instituted  at  varying  degrees, 
and  yet,  in  most  countries,  more  could  and  should  be  done.  The  United  States,  I  believe, 
has  a  vital  role  to  play  in  encouraging  further  reform.  Establishing  clear  criteria  and  goals 
can  help  reformers  bolster  such  reform. 

In  planning  the  upcoming  Summit,  we  must  ensure  that  definitive  objectives  are  set 
and  achieved  in  the  meetings,  with  the  political  commitment  from  the  U.S.  and  our 
neighbors  to  carry  out  the  agreements.  Today's  hearing  can  serve  a  strategic  purpose 
towards  that  goal. 
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Introduction 

Mr.  Chairmen,  thank  you  for  Che  opporcunity  to  appear  before 
these  5ubccir.Titcee3  coday  to  discuss  the  future  of  our  economic 
and  ccmCTcrcial  relations  with  Latin  America.   I  have  just 
recurred  from  a  Fteaidential  Bvair.ess  Development  Mission  to 
Biazil,  Arcirr.tina  and  Chile  which  focuased  on  expanding  crade 
oppcitunicies  for  U.S.  companies.   I'd  li<te  to  highlight  some  of 
our  accon^l  ishn-.enca  from  chat  rrip.   T  also  would  li"<e  to  discuss 
what  I  believe  will  be  a  seminal  event  in  U.S.  relations  with  our 
Heinidpheric  neiglibors,  Che  Surrr,ic  of  A.T.ericas  to  be  hosted  by 
President  Clinton  in  Miajni  in  Dece.Tier. 

1394  has  been  a  significant  year  in  redefining  our  relationship 
with  c,..r  neighbors  to  Che  South  -  -  beginning  with  the  etitry  into 
force  of  the  Morth  American  Free  Trade  Agreement  (NAFTA)  on 
January  1  and  culminating  with  Sunixic  of  the  Americas  in  Decerxjer 
--  the  first  gathering  of  Hemispheric  heads  of  state  in  almost 
uhree  decades.   This  Sun-nit  will  be  attended,  not  by  ii'^posed 
Tiilitary  despots,  but  by  popularly  elected  leaders,  representing 
the  hopes  and  aspirations  of  their  people.   Let  ne  stare  by 
briefly  discussing  the  i.Tportance  of  Latin  Ar.erica  to  United 
Spaces  econoTic  policy. 

One  of  L;.e  most  tr-jly  rerarkable  events  of  the  last  decade  has 
been  the  political  an.d  economic  democratization  of  Latin  Ar.-erica. 
Thes5  i-mocratic  institutions  are  still  fragile,  buc  they  are 
resolutely  moving  forward.   Bconomic  reform  in  the  region  was 
g;n-rr7ited  by  the  absolute  necessity  to  increase  co.vp-t  it  iveness 
m  a  r.'ipidly  changing  glcical  environ-Ten*:  .   3y  1591,  rhe  Latin 
A;T<rrirar.  i-5for~.  process  had  helped  bring  real  grcwth  of  about  3 
p'iicc-nt  \r.;-.ually  to  the  region.   This  figure  was  much  higher  for 
soir.e  ir.iividual  countries  in  the  region. 

Two-way  J.S.  and  Latin  AT.erica/Csribbean  crade  h\s  more  than 
doubled  since  1963,  from  iust  $67  billion  to  nearly  $153  billion 
last  year.   Latin  /uT.erica' s  47C  .million  people  make  up  one  of  the 
United  States'  fastest -growing  export  rrar}cets.   Since  1965,  U.S. 
exports:  to  Latin  America  have  generated  900,000  U.S.  jobs. 
Ccnt:.!-.ui-d  growth  is  experred  to  create  ar.other  I   million  jobs  by 
the  year  2C03.  If  historical  trends  hold  true,  by  the  end  of  the 
century  Latin  America  will  be  a  larger  custc;mer  tor  U.S.  exports 
than  W-rSCiim  Europe.   This  growth  is  zir-d    to  the  increasing 
prosperity  that  is  coming  to  the  people  of  Latin  America,  whose 
per  capita  income  is  expected  cc  grow  Ly  a  fifth  by  the  end  of 
the  cencury. 

I  wL.>uld  note  too  that  the  United  States  ib  the  leading  market  for 
exports  from  Latin  Arr.erira,  taking  43  percent  of  all  its 
exports  --  up  from  34  percent  in  1981.   More  than  half  of  U.S. 
iraports  from  the  region  are  manufactured  goo-ds,  not  raw  materials 
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aa  is  largely  the  pattern  with  Latin  American/Caribbean  exports 
to  Asia  and  Surope. 

In  .■ahort ,  Latin  America  is  booming.   No  nation  can  afford  to  miss 
any  oppcr^-unity  to  build  closer  ties  ana  work  to  lower  economic 
bairiefs.   But  I  believe  that  the  United  States  --  as  Herrispheric 
neighbor  ar.d  hc-T.e  to  alnost  30  million  people  o£  Lai  in  American 
^.eritage  -■  has  a  specia'  npport'jnity  and  advantage  in  dealing 
wirh  this  resource-rich,  diverse  and  grcwmg  region.   We  should 
ncz    let  this  great  opportunity  slip  by  --  Latin  AiTierica  is  one 
part  of  tha  world  where  we  consistently  have  held  a  comparative 
advantage  over  our  corr.petition. 

T.-s  North  American  Free  Trade  Agreement  is  a  perfect  example  of 
this  Adininistration's  efforts  to  take  advantage  ct  cur 
opportunities  i.".  z'r.e   region.   NAFTA  lovers  barriers  to  trade  with 
Xejcico  and  Canada  while  breaking  new  ground  in  safeguarding  the 
rights  of  workers  and  protecting  the  environir.ent .   As  President 
Clinton  has  stated,  NAFTA  represents  a  critical  first  step  toward 
"luilding  a  new  post -Cold  war  conf-munity  of  free  xaikets  and  free 
i;ations  throughout  the  Western  Hemisphere."   Our  goal  is  to 
pursue  .additional  trade  agreements  with  ether  countries  in  the 
region.   President  Clinton  recently  met  with  President  Frei  of 
Chile  and  reaffirred  Chile  as  tha  next  country  in  the  He.T.isphere 
with  which  we  intend  to  enter  into  negotiations  for  an  FTA. 

The  Adir.iniatrat 'ion' s  proposal  for  an  Interim  Trade  Program  for 
the  Caribbean  Basin  is  another  initiative  toward  expanding  free 
trade  in  the  hemisphere.   The  prinrary  purpose  of  the  Interim 
Trade  r^rograr.  is  to  establish  Bcr:.e   nut-ally  beneficial  reasures 
ti  be  taken  Ly  the  United  States  and  C:ir*chean  Basin  Initiative 
'i?:;  h'5nef iciary  countries  as  building  blocks  toward  chat  goal. 
r.-.e  r.easures  in  the  propo3-;-d  prcgran  ar%  designed  to:  (!)  address 
th.a  C3I  beneficiaries'  principal  con:em5  about  the  :rajor  product 
group,  textiles  and  apparel,  presently  excluded  from  CBI;  and  [2) 
pr-ipare  inceresc^d  CBI  beneficiaries  fcr  participation  in  trade 
•i.x-t-^nsion  by  encouraging  progress  in  key  areas  such  as 
intellectual  property  protection  and  openness  to  foreign 
investment . 

V\"<i  jilso  are  commj  t  r.ed  to  still  further  irprovement  in  the 
inv.33trrient  clirate  in  Latin  Ar.erica.   Turing  the  last  several 
years,  we  have  worked  with  countries  like  Mexico,  Argentina, 
Erazil,  and  many  uthers  to  assure  a  better  clim?.te  for  foreign 
ir.vestors.   In  addition,  we  are  working  with  these  countries  to 
achieve  better  protection  for  intellectual  property  rights. 

We  must  realize  however,  and  especially  now,  that  this  economic 
and  infrastructure  reform,  will  be  a  verj*  long-term  process.   It 
is  important,  indeed  critical,  to  realize  that  econo.mic  reform  is 
not  an  irreversible  phenomenon.   We  have  in  the  past  few  years 
already  seen  the  pace  of  reforms  slow  TarJcediy  in  countries  in 
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which  political  leaders  failed  Co  develop  or  maintain  the 
political  wi'.l  to   make  the  necessary  sacrifices.   I  ajn  an 
opciT.ist  about  the  future  of  Latin  Anerica,  but  there  is  still 
much  to  do. 

Ci-r  corvricmenz  tD  the  nascent  democratic  process  retrains 
ur.wavaring.   Cver  the  lon^  tenn,  I  bflitve  that  this  co.Tinitnient 
to  democratic  iristi  tut  ions  will  stand  us  in  good  s-ead.   I  do  not 
see  h?w  a  dyr.amic  private  sector  -•  conrritred  to  a  free  r-.arket 
ecor.crriy  --  can  thrive  domestically  and  internationally  if  its 
society  is  not  free. 

Lessons  froa  the  Miaalon 

As  I  tr.ention-d  at  the  outset,  I  have  recently  completed  a  trip  to 
South  Anieric-,  my  fourth  visit  to  the  region,  where  I  led  a 
Presidential  Business  Developrrent  Misaion  to  Rio  de  Janeiro,  Sao 
Faulo,  Brasilia,  Buenos  Aires,  and  Santiago.   While  in  the 
region,  I  net  with  Presidents  Franco,  Menem,  and  Frei .  We  signed 
goveriL-enr  -  tc-gcvernrent  business  developir.ent  agreenents,  and  our 
busir.oss  meirb-irs  completed  deals  and  explored  potential  business 
opportunities . 

I  was  accompanied  by  an  impressive  delegation  of  senior 
gcv^rn-n'.^nt  officials  represt»nting  various  agencies  and  the 
fi.nancing  agTiic.es  inclv;di:".g  the  Inter -Amt»ri can  Develcpr.ent  and 
the  Zx^ort- Irpcrt  Banks.   The  i::viron.T.ental  Protection*  Agency 
also  joined  the  tecun  to  provide  technical  support.  We  also  were 
acccmpanied  by  "van  Bayh,  the  energetic  Governor  of  Ir.diana,  as 
well  as  our  A.-iassador  to  the  Crganitation  of  A.Terican  States 
H-itri-it  Babbitt,  whose  presence  d-;rc:-.sirat£s  the  special 
irportar.  :■?  thht  Pvosidpr.-.  Clinton  places  on  closer  relationships 
w-.thir.  the  Hrr  isphere.   The  varied  cor.positior.  of  this  delegation 
illustrates  our  cortCTitment  to  enccurage  greater  cooperaticn'in 
the  'J.S.  Govcrrjr.ent . 

r  was  also  ajcorpanied  by  22  CEOs  of  U.S.  companies  who  are 
r^crgnired  as  global  leaders  in  their  field.   These  are  CEOs 
whose  ccrrparios  vary  widely  in  size  and  r-^present  a  manber  of 
sectors  incl.diny  telHrCcmr.uni  rat  ions,  -inergy,  cor.st  r-^ct  ion, 
'3nvirj!:.-.-^nfil  technology,  tcurisir.,  and  financial  services. 

We  had  vu-.y   specific  reasons  for  undertaking  the  trip.   Our  first 
priority  was  to  work  on  behalf  of  U.S.  companies  to  open  doors, 
tD  break  down  burners,  and  to  facilitate  business  relations. 
The  N-arior.al  r.xport  Strategy  calls  for  is  to  provide  the  highest 
level  of  advocacy  support  for  U.S.  business  interests  in  the 
region.   With  this  in  mind,  and  in  partnership  with  nembers  of 
the  delegation,  we  met  with  Latin  American  players  to  advocate 
U.S.  business  interests.   It  is  clear  our  advocacy  efforts  make  a 
difference.   It  makes  a  difference  in  the  number  of  large 
government  contracts  awarded  to  U.S.  finns.   And,  it  makes  a 
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difference  in  every  day  business  dealings,  as  one  businessman 
demons cra::ed  wh-en  he  told  me  thcit  prospective  partners  paid  extra 
accenticn  when  they  learned  that  he  was  trav<?ling  as  a  member  of 
a  Presider.cial  Business  Development  Mission.   Smaller  finros 
benefitted  as  well   -  gaining  a  halo  effect  if  you  will  -•  from 
participating  in  the  Presidential  nissicn.   for  example,  one 
Lv.sinesis^izr^n   told  me  that  twelve  meecir.gs  with  cor?inercial 
prospects  yielded  twelve  successfiil  contracts. 

Thus  far  we  have  received  overwhelmingly  positive  reports  from 
the  U.S.  companies  represented  on  the  trip.   Dennis  Picard  of 
Raytheor.  rop.r.ented  that  the  government  and  private  sector 
functioned  as   a  "unified  team."   S.D.  Chesebro  and  Tenneco  Gas 
top  executives  conr.-.ented  that  the  Mission  helped  bring  into  focus 
key  -energy  issues  in  sensitive  markets  such  as  Brazil. 

In  our  discussions  with  Latin  American  leaders  we  were  impressed 
by  the  hard  work  that  was  being  undertaken  to  resolve  contentious 
issues.   In  Argentina  and  Brazil,  we  were  told  of  the  positive 
steps  tc  move  for*;ard  on  pending  patent  legislation. 

Tr.ere  is  also  an  emerging  environmental  awareness  caking  hold 
throughDut  the  region.   Exports  of  U.S.  cechnology  and  its 
application  to   sustainable  development  was  a  major  theme  of  our 
crip,  as  illustrated  both  by  the  above  list  of  advocacy  projects, 
as  well  as  acreerT'ents  reached  with  govenimente  in  the  region.   In 
Sac  Psulo,  T  >»igned  a  MtmcranduxTi  of  Understanding  \MOU)  that  will 
provide  U.S.  envirorjnental  technology  ccnpanies  with  greater 
access  to  the  requirements  of  .Sao  Paulo's  Tiete- Parana  Watei-way 
Project. 

Curing  chia  Tission,  we  also  emphasized  the  importance  of 
iuioi~-.=iticn  technologies.  In  today's  fast  r'.gving  global 
^nvircrjT.enc ,  technology  is  more  than  just  a  shiny  new  invention. 
Tech.nolog;  Col  advance  is  a  fundamental  precept  of  econcmic 
dev'^^lcinr.ent  .   In  Chile,  T  signed  an  MOU  with  thi?  Chilean  Minister 
of  Tr3.n3portation  and  Communications  that  will  establish  a 
ccop-^rative  program  to  strengthen  teleccmntunications  progress  and 
support  the  developr.ent  of  a  "network  of  networks." 

.:t"r..?r  -:-~r,9rrial  og^-eements  were  reached  with  Che  goal  of 
fostering  regional  trade,  including  opening  a  U.S. "ccmmercial 
Center  in  Sao  Paulo,  Brazil  --  the  first  in  South  America.  We 
also  sig.ned  an  MOU  that  will  lead  to  the  establis'rjnent  of  a 
Business  Development  Committee  in  Axgentina  that  will  involve  the 
private  sectors  i.n  both  countries  in  the  formulation  and 
dcvelop.Tent  of  programs  and  projects  tc  enliance  bilateral 
commercial  opportunities. 

Let  me  emphasise  that  all  of  cur  efforts  on  this  trip  were  aim.ed 
at  facilitating  the  ongoing  efforts  of  the  private  sector.  When 
I  speak  of  economic  integration,  I  understa.nd  that  it  is  already 
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underway.  The  true  leaders  of  Hemispheric  economic  policy  are 
Che  xen  and  won-.en  who  open  markets  and  promote  comr.erce  --  one 
deal,  or.e  distributor,  or.e  partnership  at  a  time. 

Economic  change  springs  from  businesses  fornulating  working  ties 
with  other  businpsaes   -  transferring  technologies,  e.xchanging 
know-how,  fonriing  stra.egic  alliances,  buying  shv^res  in  one 
^.".other  --  these  are  the  real  drivers  behind  Hemispheric 
prosperity. 

Through  our  e*-orts  we  clearly  demonstrated  to  the  Latin  American 
i;o.Tw'r.unity  that  this  Administration  places  great  emphasis  on 
enhancing  our  commercial  and  trade  relationships,  and  that  this 
Adniiniotrat  i  c)n  is  ready  and  willing  co  go  out  in  front  to  help 
fester  a  global  business  environn-.ent  that  invites  transcorder 
relatlor.ships .   In  addition  to  the  accoinplislxments  described 
above,  we  strongly  pro.T\oted  U.S.  companies'  bids  on  a  number  of 
irportant  projects  that  we  hope  will  result  in  trore  busineea  for 
cr.ese  companies  in  the  near  future.   For  example, 

--  we  collaborated  with  Exin±>ank,  OPIC,  and  nrany  other 
agencies,  plus  had  i.he  direct  assistance  of  President 
Clinton,  zo   advocate  for  Raytheon  Corporation  in  its  efforts 
to  secure  the  $1.5  billion  Airazcn  Sur-veilla.nce  Project  in 
Brazil  that  will  bring  air  traffic  control,  environ-T.ental 
nonitoring  and  drug  interdiction  to  the  Amazon.   This 
d-?cision  will  be  made  in  the  next  several  weeks; 

--  I  advocated  on  behalf  of  CH2M  Hill  for  the  Rio 
r.econai: sta  tnvirorjr.ental  Clea.':-'Jp  project  in  Argentina 
worth  acprcxir.vately  $200  million;  and  oi"!   behalf  of  a 
con.sortiu.Ti  involving  Tenneco  Gas  for  the  $1.7  billion 
Arg-^nc  ina- Chile  Gas  Pipeline; 

--  we  worked  with  Westinghouse  Electric,  who  proposed 
building  power  plants  to  utilize  natural  gas  from  the 
proposed  pipeline.   Westir.ghousp' .<^  CEO  also  alerted  Minister 
Garcia  that  the  company  would  soon  present  Chile  with  a 
proposal  to  upgrade  their  air  traffic  control  system; 

-  -  we  also  advanced  the  Aquarion  bid  to  privatize  and 
operate  the  water  system  in  Valdivia,  Chile  ^'valued  at  $6C 
mill  ion)  . 

Mr.  ChairTr.an,  T  have  appended  to  my  statement  a  list  of  these  and 
oci.er  projects,  as  well  as  a  list  of  contracts  signed  during  the 
trip,  a.nd  o::her  business- related  events  that  took  place  during 
th^-  Buoir.ees  Mission.   It  is  a  record  of  which  I  am  proud  and  it 
is  Jtrong  evidence  cf  the  commitment  of  this  Adr^>inistration  to 
pursue  American  business  interests. 
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In  addition  to  businees  advocacy,  I  also  conveyed  a  far  broader 
ir.essage  to  the  Americas.   Let  me  be  clear  regarding  this  very 
irr.pcrtnnt  mesaage  --  business  development  must  be  undertaV:en 
hand- in-har.d  with  a  strong  conrnitjaent  to  social  and  envircnmental 
advancer^ent .   While  in  .South  A.T«?rica,  I  worked  with  U.S. 
co.T.canie3  that  fully  understand  their  role  in  coupling  comr.ercial 
devel'jpir.fint  with  sound  social  and  wr.viroiirwntal  d'rvelGptnent . 
For  exart'ple,  in  Rio  de  Janeiro,  we  visited  the  Vila  Olim  pica 
which  is  sponsored  by  Xerox,  an  integrated  sports  project 
coT.pleze  with  health  and  educational  facilities  located  on  the 
border  of  the  well-known  7C,000  inhabitant  Mangueira  favela. 
In  Sac  Faulo,  we  visited  a  public  school  sponsored  by  the 
American  Ch.^mber  cf  Corrmerce,  where  Jaires  'Jr.r-.^h,  CEO  of  Unisys, 
donated  con^puter  equipment  And  educational  Taterials  to  the 
library.   We  ret  children  whose  chance  for  greater  econonic 
mobility  it^  being  greatly  enhanced  due  in  part  to  the  training 
and  education  that  the  school  provides. 

Last  year,  I  predicted  an  era  of  great  econoTlc  success  for  Latin 
America.  And  I  said  then,  as  T  repeat  today,  that  if  the  19809 
were  the  decade  of  the  Ai?ian  tigers,  then  the  l99Cs  will  be  the 
decade  of  the  South  American  jaguars. 

The  Su,-njuiit  of  the  Americas 

President  Clinton  has  proposed  three  goals  for  the  upcoming 
Surimit  of  the  Arr.ericas:   strengthening  democracy  and  effective 
gcvernir.ent ,  encouraging  economic  growth  through  increased  trade 
and  i.r.vest.T.ent  relations,  and  seeking  siscainable  economic 
cevelopTent . 

Tn  .T.y  view,  expanriing  trade  is  the  vital  ir.giRdit=>r.r  to  the 
fui  f  illmerit  of  all  three  goals.   In  conversations  with  goverrj-.ent 
officials  in  Latin  A.-nerica,  we  heard  again  ani  again  the 
importance  of  placing  trade  issues  at  the  top  of  the  Suirj^it 
ager-da  and  growing  expectations  as  to  what  it  rust  produce.   Wc 
repeatedly  heard  a  call  for  the  SuTnit  to  enhrace  avisicn  of  hew 
we  can  integrate  the  Americas  economically. 

We  are  actively  seeking  the  involvement  oC  private  sectu: 
or'^Rii  i  ::at  ic:'.s  in  providing  th.e  Sum.mit  with  cheir  insights 
regarding  ways  in  which  business  and  goveirjTient  can  work  together 
to  bolster  Hemispheric  economic  growth,  integration  and  social 
development.   I  intend  to  work  with  my  colleagues  in  the  U.S. 
gcvernr-ient  and  throughout  the  Hemisphere  to  find  means  to  involve 
the  private  sector  in  the  work  of  the  Summit  and  after.   We  are 
locking  for  new  ways  to  resolve  nettlesome  comr.ercial  problems 
and  improve  the  dialogue  between  governments  and  business. 

I  was  delighted  to  receive  a  letter  in  May  from  the  Council  of 
the  Americas  and  Air.ericas  Society,  along  with  the  U.S.  Chamber  of 
Corrr.erce.  and  the  Association  of  A.T,erican  Charrhets   of  Comnr.erce  of 
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Latin  Ar.erica  describing  a  "White  Paper"  they  are  preparing 
concerning  the  Suinmit.   I  understand  the  Wh.ite  Paper  will  suggest 
govern.T.enc  and  private  sector  actions  that  can  m-reaae  regional 
Ir.tegrar.ion,  and  expand  trade  and  investnenr . 

This  i3  just  the  sort  of  activity  that  the  President  had  in  mind 
when  he   called  for  the  Surnrit:  a  public -private  partr.ership  for 
Hexispheric  growth.   We  need  the  business  cor^munity's  viewg  on 
ii-ioortant  crcsa-cutting  issues  as  nhey  affect  th=  way  business  is 
co'-.ducted  in  the  Hemisphere.   I  hope  the  White  Paper  could  also 
suggest  an  action  plan  focusing  on  concT.erclal  issues  3u:id  steps 
zhe  gove-io-xent  ai:d  business  corxunity  can  take  tc  provide  the 
bast  enviror.rent  for  econonic  growch.   We  k.-.ow  cr.at  the  business 
3r?ctor  plays  a  critical  role  in  advancing  sustainable 
development,  Heraispheric  economic  growth  and  gocl  governance. 

It  is  b'icomin'j  ir.creasingly  understood  th-^t  for  reform,  tc  beccme 
cement >?d,  tlie  support  and  involvenent  of  the  business  coTirunity 
is  essential .   For  tl'.is  reason,  I  have  written  to  all  of  r.y 
counterparts  in  the  Hemisphere  encouraging  thtrm  to  solicit  from 
thair  private  sectors  their  views  and  reco.nrat.-indr.tioriS  concerning 
the  :5urrimit  ind  econcmic  development  and  to  invits  them  to 
participate  in  the  Sujwnit  procn.si.s .   I  an  pl«r-ninT  a  s-^ries  of 
meetings  with  private  sector  representatives  m  the  United  states 
in  the  peric-d  leading  to  the  Siunri'.it  in  order  tc  explore  their 
s-ygedt ions  and  ideas. 

Hcwever,  the  agenda  of  the  Suiaxit  of  the  Arrericas  will  also 
include  the  social  dir.ension  of  Hetrispheric  integration.   It  is 
not  enough  r.erely  to  ^.ave  economic  reform  prodjcmg  growth  if  the 
fruits  continue  to  go  to  only  tl-.e  t  ^p  5  percent  c:  society. 
I:;C:iro  disparity  in  the  Hemisphere  nvist  be  tickl^i-d  and  redrr.=  eii. 
In  cvjr  driv*  for  integration,  refom  and  Jrcwth,  we  must  not 
l^dve  behind  tl;e  poorest  of  the  poor.   We  seeV.  r.eans  to  ir.prcve 
conditions  for  all  in  the  Hemisphere.   Cn  my  trip,  T  heard 
excressionc  cf  support  for  the  themes  of  dernccracy,  ccntinued 
■economic  refonr  and  integration,  sustair^ble  deval.;pment  and  the 
.lied  to  account  for  the  economically  underprivileged  in  our 
d.-'liberatio.is  and  follow-on  activities. 

Tnn    Prfaidc-.-.z    niens  Congress'  help  tc  make  z'r.e    ^^'vr^.it  a  co.xpletc 
success.   As  this  Comirittee  is  aware,  the  Cr.r.gres?  is  currently 
debating  the  Administration's  request  for  new  trade  agreement 
authority  and  fast-track,  procedures  as  part  of  th=  Uruguay  Round 
implementing  legislation.   Congress  is  also  considering  the 
Administration's  proposal  for  an  "Interim  Trade  Program"  for  the 
Caribbean  Basin.   Congressional  passage  of  these  proposals  would 
send  a  very  positive  message  before  the  Surrjnic  of  the  Americas  to 
cur  friends  In  Latin  A.merica  and  the  Caribbean. 

We  are  also  devoting  particular  atte.nrion  to  the  importance  of 
the  enviroii-xent  and  sustainable  development.   The  Summit  provides 
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an  opportunity  for  the  goverrLT.ents  of  the  Western  Hemisphere  to 
affitm  that  e<cu;iunic  prosperity  can  only  be  sustained  with  a 
foundation  of  appropriate  environmental  policies  and  programs. 
We  have  be7un  a  proce33  considering  possible  environmental 
initiatives  that  could  be  conducted  with  governnient  and  non- 
gcverrjiiental  partners  in  the  Hemisphere  tc  create  an  alliance 
with  nature. 

As  importanc  as  che  Surrr.it  is,  it  is  only  one  in  a  nujri:er  of 
ongoing  activities  directed  at  facilitating  He.r.spheric 
integration.   A  possible  follcwup  to  the  Summit  being  discussed 
is  an  annual  Hemispheric  Trade  and  Commerce  Forum  in  which 
o-cvern.r.ent  and  busine.=ts  leaders  would  r-.eet  to  review  progresg  on 
the  action  plan  and  adopt  new  .T.easures  that  would  ensure 
Hemispheric  growth  and  integration.   If  there  is  support  for  this 
idee*,  Ambassador  Kantor  and  I  have  agreed  to  co-host  the  first 
such  ir.eeting  next  spring. 

This  fall,  the  Under  Secretary  for  Travel  and  Tourism  will  host  a 
rr.eeting  of  Hemispheric  tourisx  ministers  in  Orlando.   This 
meeting  of  tourism  rinisters  will  go  far  in  helping  this 
Hemisphere  prepare  for  one  of  our  most  important  industries  in 
the  21st  century.   Travel  and  tourism  is  the  nation's  second 
largest  private  industry  employer  and  accounts  for  the  nation's 
single  largest  balance  ot  trade  surplus,  accounting  for  $22 
billion  in  1993. 

The  National  Teleoonmunications  and  Information  Administration 
and  the  International  Trade  Administration,  in  conjunction  with 
the  Telc^ccrTJ!i'inications  Association,  are  organizing  the  second 
T.Hzir.   .\.T'5rican  Telec.mmunicat ions  Summit  to  be  held  .n  early 
'-'p'-<5  ,    in  Chile.   This  Ministerial  •  Ip-vel  telectmmunications 
cor.f -sre-ce  will  bring  together  senior  U.S.  government  and 
cciporate  (Officials  with  their  Latin  Am.erican  countei^parts  co 
fester  -Jiscussion,  cocrdina^: ion.  and  cooperation  on  a  variety  of 
telecorrimunicatigns  issues  facing  the  region.   I  participated  m 
the  first  telecommunications  Summit,  held  in  Ve.iezuela  last 
L=iu.iim.er,  which  was  viewed  by  the  'J.S.  private  sector  and  the  Latin 
A-T.erican  participants  aa  very  successful. 

The  goal  of  prosperity  is  not  achieved,  of  course,  only  through 
business  and  trade.   That  is  why  the  Summit  of  the  Americas  will 
also  celebrate  the  hardy  growth  of  democracy. 

Concluaion.   Remlspheric  Convergence  --  the  Age  of  the  Americas 

Aa  President  Clinton  said  on  Monday  in  Miami,  "We  have  to  find 
more  parrners.   We  have  to  expand  the  frontiers  of  trade  and 
investment.   That's  what  NAFTA  is  about;  that's  what  the  GATT 
agreement  is  about;  that  surely  is  what  the  Summit  of  the 
Americas  is  about."   I  am  unequivocally  committed  to  Hemispheric 
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integration  and  Kemispheric  free  trade  because  our  experience  and 
our  contact  wich  priva.e  sector  leadtira  proves  again  an-i  a'^am 
thac  free  trade  creates  jobs,  spurs  income  growth,  brings 
ecor.OT.ic  efficiancy  and  lowers  consumer  costs.   It  is  in  all  of 
our  ir.cerc-gts  to  have  stable  and  prosperous  neiqhbots  and  9rowi;-c 
-,rade  wi-h  all  of  the  nations  of  the  Americas. 

Trade  liheralizaticn  and  nvarket -based  economics  are  noz   just  ends 
in  "rhems'^lves .   Free  trade  r^nd  niarket  economics  reinforce 
political  reforms;  tr.ey  promote  long-terx  developx.ent ;  they 
provide  Che  wealth  that  underwrites  social  refcrms,  finances 
sustainjible  Jc-velopmont  and  improves  the  standard  of  living  of 
our  people. 

As  we  v.r.dt^rtake  a  re- examination  of  the  principles  and  practices 
that  guide  Heruspheric  relaticns,  we  must  recognize  that  we  are 
entering  a  new  age  in  which  ovir  Hemispheric  relationnhipt?  will  be 
based  not  o.'-.ly  nn  a  traditional  eccnoiric  eirphasis  buc  trcader.ed 
to  recognize  cur  joint  Hemispheric  interests  in  econoT.ic 
integration,  envirorjnental  protection,  and  social  developrr.'Sjnt . 

H^rr.ispheric  couvergonce  is  based  on  the  notion  that  the  key 
pillars  of  economic  growth,  global  in'<=>grat  ion,  social  welfare, 
and  enviroPiren-al  protectior.  rust  be  viewed  as  an  integral  part 
of  the  whole.   These  facets  of  our  ever  expanding  global  economy 
are  so  closely  intertwined  that  to  view  one  without  the  others 
would  do  serious  injustice  and  undermine  the  objectives.   Cnly  a 
cor.preher.~ive  approach  will  help  to  ensure  the  long-term 
viability  and  continiity  of  derocratic  gcvernrr.ents  and  the 
ecor.opuc  rr^fctir.o  ihat  hold  such  tangible  rei'.efics  ai^d  premises. 

Viny  of  the  thai  l:-;:gc-3  in  the  Ar-sricas  tuiay  are  a  function  of 
the  1  rer.-rndous  eccncnic  growth  which  has  -.ake::  place  in  recent 
years  ani  which  has  brought  great  w.jalth  and  opport'inity .   The 
outco.T.e  of  change  is  not  always  clear.   And  sc,  the  question 
still  reTains:  vrhat  will  we  r.'-ake  of  the  changes  that  take  place 
each  year,  "^ach  mcnth  and  e^^tch   day? 

The  answer,  I  believe,  is  this:   W-?  are  building  a  Henlsph.rric 
future  that  will  be  rarked,  not  by  days,  but  by  decades;  that 
will  last,  not  for  the  re.mainder  of  thia  century  alone,  but  into 
the  next;  that  will  make  the  Twenty-First  Century  the  "Aqp  of  rhe 
Americas . " 

Thank  you,  Vr.  Chairman.   I ' d  be  pleased  to  answer  any  questions 
you  might  havp . 
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Attachmeat 

BRAZIL 
ADVOCACY 

•  SIVAM 

S  1.5  billion  Amazon  Surveillance  Project  is  air  traffic  control  ,  envlronraental 
monitoring,  and  dmg  interdiction  project  was  primarj  advocacy  project  during 
Secretaral  mission.  U.S.  bidder,  Raytheon,  wcricing  with  LXiMBAiNK  to  fine  tune 
Hnancing  package.  Decision  expected  next  2-3  weeks. 

•  Bolivia-Brazil  Gas  Pipeline 

S  1.5  billion  proje^n  to  bring  Bolivian  natural  gas  to  the  major  industrial  and 
population  centers  of  southeast  Brazil.  World  Bank  will  not  finance  while  project 
controlled  by  itate-owned  company.  Private  financing  being  sought  by  PBTROBRAS 
and  international  consortia. 

•  Tiete-Parana  Waterway 

At  the  inauguration  of  the  U.S.  Commercial  Center  in  Sao  Paulo,  Secretary-  Brown 
signed  MOU  with  the  TietcParana  Development  Agency  to  promote  jointly  the  S900 
million  uaicrRay  development  project. 

CONTR.\CrS  SIGNED: 

•  $5  million  between  General  Dataoomm  and  TELEM3G  (state  telephone  company)  to 
install  a  digital  communications  network  in  the  state  of  Minas  Gerais. 

•  $8  million  between  Electronic  DaU  systems  (EDS)'GM  Hughes  and  Promon 
Tecnologia  to  supply  a  satellite  network  with  remote  stations  for  GM  dealerships  m 
Brazil. 

•  $4.5  million  l->etween  Elsag  Bailey/Qhio  and  PETROBRAS  to  supply  distribution 
control  systems. 

OTI-IER  ACCOMPLISm»DENTS 

•  ADTP/ Commerce  MOV  signed  to  promote  U.S.  company  involvement  in 
Tiete-Parana  Waterway  Development  Project. 


• 


Inauguraiion  of  the  U.S.  Commercial  Center  in  Sao  Paujg,  a  multi  function  facility  to 
showcase  U.S.  products  and  companies  and  serve  a.s  the  principal  point  of  promotion 
for  U.S.  trade  with  Brazil. 
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ARGENTINA 

ADVOCACY 

•  RIO  RecofUui«;ta  FjvironmentAJ  Cleaa-Up 
Approximately  $200  million  project  of  interest  to  CH2M  Hill. 

•  Rgy^lmion  of  Diamond  Shamnxk  Dispute 

S«xret(ir>  Brown  raised  Diamond  Shamrock's  tax  credit  dispute  with  the  GOA  in  his 
meetings  with  Minister  Cavallo.  The  company  reports  that  ilie  dispute  appears  dow  to 
have  been  rtsolvcd  satisfactorily  for  both  parties. 

•  V/e5tiDphouse  Letter  of  Intent 

Westinghouse  ElccLric  Corporal  ion  signed  a  letter  of  intent  valued  at  approximately 
S50  million  lo  supply  a  130  Megawatt  power  plant  and  related  services  to  CAPEX  of 
Argeotina,  an  independent  power  generation  coinpan)  located  in  Buenos  Aires. 

OTHER  ACCOMPUSHMENTS 

•  U  S.-  Argentina  Business  Development  Council  CBDC) 

Secretary  Brown  and  Minister  of  Economy  Cavallo  signed  a  Memorandum  of 
Understanding  to  create  a  business  development  council  which  will  promote  closer 
bilateral  commercial  relations  and  develop  business  opportunities  between  ihe  r*o 
countries. 

•  U.S.-  Argentina  Tourism  MOU 

Secretary  Broft  n  and  Argentine  Secretary  of  Touri<;m  Mayorga  signed  an  MOU  to 
facilitate  expanded  travel  and  tourbm  between  the  two  countries.    Effons  will  iocludc 
e.xchangc  of  information  on  tourism  marketing,  and  developing  educational  and 
training  programs. 


r\'^     r\/-/\     ^\ 
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CHILE 


ADVOCACY 


•  Aryentifu-Chile  Gas  Pipeline 

Approx   SI. 7  billion  project  of  interest  to  consortium  involving  Tcnneco  Ga.s. 

Teoneco  Gas  signed  a  protocol  ap\^eD^en(  with  OPIC  that  provides  the  groundwork 
for  OPIC  financing  and  political  risk  insurance  for  the  proposed  Gasoducto 
Tnin.vandino,  which  would  link  existing  Argentine  gas  reserves  to  growing  Chilean 
markets.  If  the  project  is  undertaken,  after  the  ongoing  feasibility  study.  Tenncco 
anticipates  it  would  apply  for  up  to  $200  million  each  in  financing  and  risk  insurance. 

•  Power  Plants  &  Air  TrafFic  Control  -  Westinghousc  Electric  proposed  building  power 
plants  to  utilize  natural  gas  from  the  proposed  Tenneco  pipeline.  Westinghousc  CEO 
aly.)  alerted  Minister  Garcia  that  Westinghousc  would  soon  present  GOC  w  ith 
pnr'posal  to  upgrade  Chile's  air  traffic  control  systent. 

•  V'aldivia  Waste  Water  Privatization  -  Aquarion  bid  to  privatize  and  operate  water 
system  in  Valdivia,  (valued  at  S60  million)  was  reaffinned.  Minister  Garcia  indicated 
GOC  had  just  voided  a  recent  bid  on  this  project  to  a  non-U. S.  firm. 

OTHER  ACCONfPUSHMENTS 

•  Information  Technology  MOU  -  Chilean  Minister  of  Transportation  and 
Communications  Imrela  and  Sccreury  Brown  signed  MOU  promising  cooperation  in 
development  of  Global  Information  Infrastructure  (GU)  between  the  United  States  and 
Chile. 
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TESTIMONY  OF  FORMER  ASSISTANT  SECRETARY  OF  STATE 
FOR  CSTER-AMERICAN  AFFAIRS  BERNARD  ARONSON 

BEFORE  THE  SUBCOMMITTEE  ON  ECONOMIC  POLICY,  TRADE  AND 
ENTIROMIENT  AND  THE  SUBCOMMITTEE  ON  THE  WESTERN  HEMISPHERE 

NVTDNTSDAY,  JULY  20,  1994 


THE  SUMMIT  OF  THE  AMERICAS  HEARING  PART  I: 
"PROSPECTS  FOR  TRADE  WFTHIN  THE  HEMISPHERE" 
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The  most  importanl  decision  the  United  States  will  make  about  the  Western  Hemisphere  for  the 
remainder  of  this  century  is  this;  how  quicidy  and  how  widely  should  we  open  the  door  to  the 
North  American  Free  Trade  Agreement  and  invite  our  fellow  democracies  in  this  hemisphere 
to  join. 

I  believe  the  United  States,  and  the  34  democracies  that  will  join  us  at  the  Hemispheric  Summit 
in  December,  should  announce  that  we  intend  to  create  by  the  year  2000  a  hemispheric  free 
trade  regime  from  Alaska  to  Argentina.  We  should  establish  a  new,  multilateral  imtitutioD  such 
as  the  European  Community  did  three  decades  ago,  centered  in  the  Organization  of  American 
States,  to  help  accelerate  and  coordinate  movement  toward  that  goal. 

No  single  decision  by  the  United  States  would  advance  the  cause  of  economic  growth  or 
democracy  in  this  hemisphere  more  then  opening  the  door  to  NAFTA  as  widely  as  possible  and 
encouraging  all  our  fellow  democracies  to  join.  No  single  decision  would  provide  more  support, 
encouragement,  and  incentive  to  the  democratic  reformers  in  this  hemisphere.  Aixl  no  single 
decision  would  advance  U.S.  interests  and  values  more. 

Latin  America  -  and  when  I  use  this  term  I  will  iiKlude  the  Caribbean  -  is  already  the  fastest 
growing  regional  market  in  the  world  for  U.S.  products,  goods  and  services.  Mexico,  now 
our  third  largest  trading  partner,  is  the  fastest  growing  national  market  in  the  world  for  the 
United  Sutes.  The  United  Slates  already  sells  as  much  to  Brazil  as  it  does  to  China  and  more 
to  Venezuela  than  to  the  Russian  Republic.  We  export  more  to  Ecuador  than  to  Hungary  and 
Poland  combined.  Even  without  new  trade  expansion,  the  United  States  is  projected  to  export 
to  Latin  America  $100  billion  by  the  year  2000.  That  will  equal  all  of  our  current  exports  to 
the  European  Community.  If  you  include  Canada.  37%  of  all  U.S.  exports  go  to  the  Western 
Hemisphere  today. 

The  region's  population  of  450  million  people  today  rivals  all  of  Europe.  By  the  year  2020,  that 
population  is  projected  to  be  700  million  people.  So  when  we  are  talking  about  a  hemispheric 
free  trade  regime,  we  are  talking  about  a  market  of  1  billion  people. 

Opening  the  door  to  NAFTA  widely  will  set  off  a  competition  among  the  nations  of  Latin 
Amenca  to  join  as  soon  as  possible.  Who  will  win  that  competition?  The  criteria  are  clear  from 
the  debate  about  NAFTA;  the  nation  or  regional  group  that  moves  most  rapidly  to  establish  free 
and  open  markets,  protect  intellectual  property,  consolidate  democracy  and  ensure  labor  and 
human  rights,  and  guarantee  strong  standards  and  a  commitment  to  protect  the  environment. 
By  opening  the  door  to  NAFTA  and  encouraging  other  nations  to  enter,  we  would  accelerate 
movement  in  the  hemisphere  towards  all  these  goals.  Even  if  we  had  the  budget  resources, 
which  we  do  not,  the  United  States  could  not  design  an  aid  program  that  would  more  directly 
or  quickly  advance  U.S.  interests  and  goals. 
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The  prospect  of  joining  NAFTA  will  offer  a  new  dose  of  oxygen  to  embattled  economic 
reformers  in  the  hemisphere.  It  will  offer  restive  populations  a  tangible  reward  for  slaying  the 
course  of  reform.    This  is  not  just  a  theory. 

If  you  have  any  doubt,  consider  what  the  subject  of  this  hearing  would  have  been  had  it  been 
held  on  July  20,  1989,  just  5  years  ago  The  subject  would  have  been  the  Latin  Amencan  debt 
crisis.  We  would  have  been  asking;  is  there  any  way  to  aven  a  social  explosion  and  the  collapse 
of  democracy? 

In  response  to  the  debt  cnsis.  a  courageous  set  of  political  and  economic  reformers  from  Mexico 
to  Argentina  set  out  to  undo  the  failed  sutus  policies  that  had  dominated  Latin  America  for  most 
of  the  Post-War  era  They  privatized  industries,  slashed  tanffs,  removed  non-tariff  barriers  to 
impons,  opened  up  long  closed  sectors  to  investment,  ended  discrimination  against  foreign 
investment,  slashed  fiscal  deficits,  backed  sound  currencies  and  established  independent  central 
banks.  In  short,  they  carried  out  an  economic  revolution.  As  a  result,  Latin  America  today  is 
expenencing  its  fourth  straight  year  of  economic  growth.  Although  the  numbers  are  not  as 
impressive  as  those  in  Asia,  Latin  America  is  the  second  fastest  growing  region  in  the  world 
today.  Today,  Latin  America  is  growing  faster  than  the  OECD  countries  and  boasts  a  lower 
fiscal  deficit  as  a  percent  of  GDP. 

This  wave  of  reform  did  not  happen  by  accident.  It  was  the  fruit  of  a  conscious  set  of  decisions 
made  by  political  leaders  in  Laim  America  and  in  the  United  States. 

Leaders  in  Washington,  with  the  support  of  the  Congress,  offered  incentives  and  support  to  help 
Latin  reformers  take  these  painful,  difficult,  and  courageous  steps.  The  fu^t  incentive  was  the 
Brady  Plan  which  struck  a  bargain  with  the  reformers.  It  said  if  you  reach  agreement  with  the 
IMF  and  reform  your  economies,  we  will  guarantee  commercial  debt  reduction  deals.  First, 
Mexico,  then  Venezuela,  Argentina,  Brazil,  and  now  virtually  every  major  Latin  debtor  country 
has  earned  out  a  debt  reduction  agreement  with  the  commercial  banks.  Political  leaders  in  Latin 
America  were  able  to  tell  restive  populations  that  yes,  they  must  tighten  their  bell,  but  they 
would  also  gain  a  significant  reduction  in  their  nation's  foreign  debt.  As  a  result,  atid  with 
renev^ed  grovvth  and  lower  interest  rates.  Latin  America's  debt  overhang  -  the  ratio  of  its  foreign 
debt  to  GDP  -  which  was  65%  in  1987  is  about  35%  today:  Latin  America's  interest  payments 
as  a  percentage  of  exports  today  is  also  about  half  what  it  was  5  years  ago.  Capital  inflows  last 
year  were  $55  billion,  10  limes  the  level  of  1989.  For  the  fourth  straight  year,  there  is  a  net 
positive  flow. 

Commercial  debt  reduction  was  followed  up  with  other  concrete  gestures  of  support  -  reductions 
in  official  debt  under  the  Enterprise  for  the  Americas'  initiatives;  and  the  creation  of  a 
multilateral  investment  fund  in  the  Inier-American  Development  Bank  to  support  privatization 
and  other  strucmral  reforms. 
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But  the  single  most  imponant  incentive  to  economic  reformers  in  Latin  America  was  the 
negotiation  with  Mexico  and  Canada  of  the  North  American  Free  Trade  Agreement  and  the  offer 
to  extend  free  trade  to  all  other  nations  in  the  hemisphere. 

The  promise  of  free  trade  electrified  Latin  America.  It  accelerated  economic  reform  from 
Central  America  to  the  Southern  Cone. 

The  possibility  of  hemispheric  free  trade  has  also  breathed  new  life  into  a  century  old  dream  of 
Latin  American  economic  integration.  Indeed,  one  of  the  most  imponant  and  impressive 
developments  in  the  hemisphere  in  recent  years  has  been  the  explosion  of  intra-regional  trade. 

Colombia,  Venezuela,  and  Mexico  have  formed  a  free  trade  pact.  Chile  has  negotiated  free 
trade  agreements  with  Mexico  and  Colombia.  Brazil,  Argentina,  Uruguay,  and  Paraguay  are 
negotiating  a  customs  union  with  common  external  tariffs  and  zero  internal  duties,  to  begin 
January  1,  1995.  These  four  nations  -  which  compose  a  market  of  200  million  people  -  are 
seeking  to  achieve  in  five  years  what  Europe  has  done  in  30.  Colombia,  Bolivia,  Venezuela, 
Peru  and  Ecuador  have  formed  the  Andean  Pact.  Colombia  signed  a  free  trade  agreement  with 
the  Caribbean  community.    Central  America  is  negotiating  free  trade  with  Mexico. 

In  the  decade  of  the  1980's,  inira-regional  trade  dropped  40%  as  Latin  America  stagnated  under 
the  weight  of  recession  and  high  interest  rates.  Since  1990,  it  has  grown  steadily.  In  1992 
alone,  it  increased  30%.  Trade  between  Colombia  and  Venezuela  has  tripled  sirKc  their  free 
trade  pact  in  1991.  Brazil's  trade  with  Paraguay  is  now  greater  than  its  trade  with  France.  Its 
trade  with  Uruguay  is  greater  than  with  Great  Britain.  Trade  between  Argentina  and  Brazil  has 
more  than  tripled  since  1990. 

This  economic  integration  has  also  broken  done  old  border  rivalries.  In  the  last  century,  Brazil 
arxi  Argentina  built  their  railroads  with  different  track  gauges  to  prevent  an  enemy  invasion  by 
rail.  Today,  Brazilian  engineers  are  drawing  up  plans  for  1 ,500  mile  highway  to  speed  products 
between  Sao  Paolo  and  Buenos  Aires.  Last  year,  construction  started  on  a  750  mile  pipeline  to 
supply  Santiago,  Chile  with  natural  gas  from  Buenos  Aires. 

Nations  whose  economies  are  joined  are  unlikely  to  go  to  war  with  each  other.  Chile  and 
Argentina,  which  nearly  went  to  war  in  1978,  resolved  their  remaining  border  disputes  through 
negotiations  in  1991.  Trade  between  the  two  countries  has  tripled  since  then.  El  Salvador  and 
Honduras,  which  fought  a  bloody  border  war  in  1969,  submitted  their  territorial  differences  to 
the  International  Coun  of  Justice  in  1992,  and  both  accepted  the  fmdings.  Peru  and  Ecuador 
are  quietly  negotiating  a  solution  to  the  bonding  disputes  that  led  to  war  50  years  ago. 

The  wave  of  economic  reform  in  Latin  America  has  also  strengthened  forces  throughout  the 
hemisphere  pressing  for  democracy,  just  as  in  previous  decades,  economic  reform  unleashed 
forces  that  undermined  authoritarian  regimes  and  opened  up  long  closed  political  systems  in 
Taiwan  and  in  South  Korea. 
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It  is  no(  an  accident  that  after  a  decade  of  economic  refoim  that  there  is  a  widespread  political 
pressure  for  democratization  in  Mexico  or  that  the  economic  reforms  in  Brazil  unleashed  a 
powerful  public  tide  that  is  washing  away  official  corruption  or  that  after  an  economic  opening, 
voters  in  Venezuela  signaled  their  disgust  with  the  traditional,  cozy  and,  too  often  corrupt 
condomiruum  of  the  two  dominant  political  panics. 

As  we  saw  in  Europe,  economic  integration  in  Latin  America  has  also  led  to  political 
integration.  In  June  1991  ui  Santiago,  Chile,  all  of  the  hemispheres'  democracies  unanimously 
agreed  that  wherever  democracy  is  threatened  in  a  member  nation,  all  of  the  hemispheres' 
democracies  will  come  together  to  collectively  defend  democratic  values.  That  unprecedented, 
collective  commitment  to  defend  democracy  played  a  crucial  role  in  rolling  back  the  auto-coup 
in  Peru  and  forcing  new  elections.  It  played  an  even  more  decisive  role  in  stopping  and  rolling 
back  the  attempted  self-coup  in  Guatemala  ui  May  of  1993.  That  commitment  to  defend 
democracy  collectively  is  a  radical  departure  from  the  doctrine  of  non-intervention  that  paralyzed 
the  politics  of  this  hemisphere  for  so  long.  Indeed,  as  recently  as  May  of  1989,  the  member 
nations  of  the  OAS  could  not  even  agree  on  a  unanimous  vote  to  condemn  General  Noriega  by 
name  for  violently  ovemiming  that  nation's  democratic  elections.  This  is  the  only  hemisphere 
in  the  world  whose  member  nations  have  taken  on  a  collective  responsibility  to  defend 
democracy. 

The  growing  convergence  of  economic  interests  of  the  United  States  and  Latin  America 
embodied  in  the  promise  of  a  hemisphenc  free  trade  zone  has  helped  advance  the  foreign  policy 
goals  of  the  Umted  States  and  the  Western  democracies  throughout  the  hemisphere.  Compare 
the  progress  already  made  in  this  hemisphere  in  realizing  the  agenda  of  the  post-cold  war  era 
with  that  in  other  regions. 

To  stop  the  spread  of  weapons  of  mass  destnictions  in  other  parts  of  the  world,  the  United  States 
and  its  allies  have  been  forced  to  embargo  outlaw  nations,  cut  aid,  or  even  in  the  Persian  Gulf, 
go  to  war  We  face  renewed  challenges  and  dangers  in  North  Korea  today.  In  this  hemisphere, 
the  rwo  likeliest  new  entrants  to  the  nuclear  club,  Brazil  and  Argentina,  voluntarily  placed  their 
nuclear  programs  under  full  scope  mtemational  safeguards  in  1990.  They  also  agreed  to  wave 
and  to  force  the  treaty  of  Tlateloco,  which  bars  nuclear  weapons  development  in  Latin  America. 

Argentina  also  volununly  dismantled  the  Condor  II  Ballistic  Missile  Program,  which  was 
fuunced  secretly  by  Iraq  under  an  earlier  Argentine  government.  Indeed,  after  Desert  Storm, 
US  forces  found  components  of  Condor  n  in  Saddam  Hussein's  arsenal.  Argentina  has  now 
become  the  first  Latin  America  nation  to  join  the  missile  technology  control  regime  -  MTCR  - 
the  group  of  democracies  that  cooperate  to  stop  missile  proliferation.  Chile,  Brazil,  and 
Argentina  signed  the  Mendoza  declaration  forswearing  biological  and  chemical  weapons  of  war. 
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Of  the  four  regional  conflicts  that  were  a  legacy  of  the  cold  war,  Angola,  Afghanisun, 
Cambodia,  and  Central  America  -  only  the  Central  American  conflicts  have  been  resolved,  with 
strong  assisunce  and  suppon  from  regional  players  such  as  Mexico,  Colombia,  and  Venezuela. 
And  I  would  like  to  take  a  moment  to  pay  special  tribute  to  Chairman  Torricelli,  who  played  a 
crucial  personal  role  in  supponing  the  successful  diplomacy  aixi  work  in  bi-partisan  policies  that 
led  to  peace  in  El  Salvador.  UN  Secreury  General  Boutros  Boutros-Ghali  called  the  cease  fire 
in  El  Salvador  "the  most  successful  in  UN  history." 

Most  imporunt  of  all.  economic  reform  improves  the  lot  of  ordinary  people  in  the  hemisphere. 
There  is  no  bcner  example  than  Chile.  Chile  has  gone  further  than  any  country  in  Latin 
America  in  reforming  its  economy.  It  is  also  made  the  most  progress  of  any  country  in  Latin 
America  in  modem  times  in  improving  the  lot  of  poor  and  working  families.  Since  1990,  the 
government  has  raised  the  minimum  wage  by  30%  in  real  terms,  while  family  allowances  have 
seen  a  significant  expansion.  Official  figures  show  unemployment  continuing  to  fall  sharply. 
The  number  of  jobless  is  4.5%  against  6.5%  in  1990  and  20%  in  1982.  Chile  has  created  not 
only  more,  but  bener  quality  jobs.  SiiKC  1985.  the  proportion  of  Chileans  with  low  paid, 
unsuble  work  has  steadily  declined.  Over  600,000  Chilean  have  been  removed  from  poverty 
levels. 

Today,  we're  at  a  crossroads.  We  have  to  decide,  is  the  promise  of  hemispheric,  free  trade  real 
or  was  it  mere  rhetoric.  The  stakes  could  not  be  higher  for  today,  many  of  the  recent,  hoj)eful 
trends  we  have  seen  in  Latin  America  arc  under  siege.  There  is  an  economic  crisis  in 
Venezuela.  Mexico  is  undergoing  a  very  sensitive  and  very  important  political  transition.  Brazil 
is  facing  an  election  which  will  be  crucial  to  its  economic  destiny.  Throughout  the  hemisphere, 
populist  and  protectionist  forces  are  mounting  a  counter-attack  against  reform  and  restive 
populations  are  asking:  when  will  they  taste  the  fruits  of  renewed  growth.  The  leaders  of  Latin 
.\merica  called  for  a  hemispheric  free  trade  zone  by  the  end  of  the  century  at  their  summit  in 
Colombia  on  June  16,  1994.  The  signal  we  send  or  do  not  send  in  response  at  the  Sununit  in 
December  will  be  read  throughout  the  hemisphere. 

I  recognize  that  Congress  has  legitimate  issues  that  it  wishes  to  see  addressed  by  the  Executive 
before  granting  new  authority  to  conduct  fast  track  negotiations  to  expand  NAFTA.  Those 
discussions  should  proceed  and  are  wholly  appropriate.  But  at  the  end  of  the  day,  I  would  urge 
both  Congress  and  the  Executive  to  act  boldly  and  with  vision  to  seize  this  historic  opportunity. 

When  the  Berlin  Wall  fell,  and  the  Soviet  Union  collapsed,  there  was  euphoria  in  the  West.  We 
believed  then  that  we  were  on  the  verge  of  a  new  era.  We  hoped  for  a  new  world  order  based 
on  free  markets,  the  collective  defense  of  democracy  and  global  cooperation  to  resolve 
transnational  problems.  That  euphoria  has  been  replaced  with  a  new  sense  of  pessimism,  almost 
ennui,  as  the  realities  of  the  post-cold  war  world  -  from  Bosnia  to  North  Korea  to  Rwanda  to 
Haiti  -  ha\e  come  to  dominate  our  foreign  policy  discussion. 
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Yci.  here  in  this  hemisphere,  we  still  have  the  opportunity  to  realize  a  new,  more,  hopeful 
vision,  and  its  centerpiece  must  be  hemispheric  free  trade.  If  we  and  Latin  America  have  the 
vision  and  the  will,  the  Americas  can  become  a  true  community  of  nations,  linked  by  free  and 
open  trade  from  Alaska  to  Argentina,  committed  to  the  collective  defense  of  democracy  and  the 
peaceful  resolution  of  disputes,  a  zone  of  peace  and  a  zone  of  prosperity  shared  by  all  our 
citizens. 

I  hope  these  comminees  will  use  your  influence  to  persuade  the  administration  to  seize  this 
histonc  oppomjnity. 
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Chairman  Torricelli,  Chairman  Gejdenson  and  Members  of  the  Subcommittees:  I  am 
pleased  to  be  here  today  to  testify  at  this  special  moment  in  the  history  of  the  Americas  about 
the  forthcoming  Summit  of  the  Americas  and  the  prospects  for  trade  within  the  hemisphere.  I 
bring  to  you  the  perspective  of  a  businessman  and  entrepreneur  with  close  to  30  years  of 
experience  in  Latin  America,  and  of  a  Miami  native  who  has  lived  his  life  in  a  city  that  many 
call  the  "Crossroads  or  Capital  of  the  Americas." 

I  have  just  returned  from  a  one  week  Presidential  Trade  Development  Mission  to  Brazil, 
Argentina,  and  Chile  led  by  the  Secretary  of  Commerce,  Ron  Brown,  and  thought  you  would 
be  interested  in  my  impressions  and  some  unfiltered  insight  from  the  perspective  of  the  political 
and  business  leaders  of  these  countries. 

Brazil,  Argentina  and  Chile  represent  a  cross-section  of  the  largest  economies  in  Latin 
America  whose  individual  difficulties  and  recent  successes  exemplify  the  significant  changes  in 
Latin  America  and  the  resultant  opportunities.  I  will  use  these  countries  to  illustrate  the 
prospects  for  continued  trade  and  investment  growth  and  what  is  likely  to  occur  in  the  rest  of 
Latin  America  if  the  current  trend  continues. 

The  prospects  for  continued  trade  and  investment  growth  in  Latin  America  and  the 
hemisphere  are  excellent.  U.S.  exports  to  Latin  America  and  the  Caribbean  have  doubled  in  the 
last  seven  years  to  $80  billion  in  1993.  As  these  markets  continue  to  open  up  to  competition  and 
convert  from  agrarian  and  commodity  based  economies  to  market  based  economies  they  will 
need  ever  increasing  amounu  of  U.S.  capital  goods,  technology  and  services.  As  these  nations 
prepare  to  enter  the  global  information  age,  U.S.  goods  and  services  will  be  essential.  As 
privatization  continues,  and  in  some  cases  it  has  hardly  begun,  there  will  be  significant 
opportunities  for  U.S.  investments.  As  these  economies  continue  to  move  towards  building  a 
manufacturing  base  and  look  for  methods  to  add  value  to  their  traditional  products,  there  will 
be  additional  opportunities  for  U.S.  companies.  The  economies  of  the  countries  in  the  region 
are  expected  to  expand  at  substantially  higher  rates  of  growth  than  most  regions  of  the  worid. 
The  Department  of  Commerce  has  recently  compiled  a  list  of  the  ten  potentially  highest  growth 
markets  in  the  world,  which  they  have  designated  as  emerging  markets.  Both  Argentina  and 
Brazil  are  on  this  list. 

Participation  in  trade  and  investment  in  developing  countries  tends  to  occur  in  waves 
related  to  the  country's  stage  of  development.  In  what  I  will  call  the  first  wave,  wherein 
privatization  and  infrastructure  projects  take  place,  the  participants  are  usually  large 
multinational  companies.  These  companies  possess  the  financial  resources  to  invest  in  sizable 
projects  and  the  sophistication  to  assess  the  political  and  economic  risks.  This  has  occurred  in 
Chile  where  virtually  everything  has  now  been  privatized.  The  same  experience  was  seen  in 
Argentina  which  has  now  completed  the  majority  of  its  privatization  plan.  In  the  case  of  Brazil, 
they  are  just  beginning.  There  is  much  to  be  done  and  there  will  be  enormous  opportunities 
when  increased  privatization  occurs.  In  the  meantime,  U.S.  companies  who  participate  in  these 
privatizations  tend  to  buy  the  goods  and  services  they  need  from  other  U.S.  companies,  thereby 
opening  additional  opportunities. 
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In  what  I  call  the  second  wave,  during  which  countries  diversify,  their  economies  by 
building  a  manufacturing  base,  seek  methods  to  add  value  to  their  traditional  products,  and  look 
to  establish  new  technologies  to  update  their  existing  businesses  and  create  a  mercantile  base, 
there  are  extraordinary  opportunities  for  the  small  to  medium  size  U.S.  businesses.  This 
presents  an  important  opportunity  for  the  tens  of  thousands  of  small  to  medium  size  U.S. 
companies  and  entrepreneurs.  A  theme  I  heard  over  and  over  again  from  businessmen  and 
political  leaders  in  both  Argentina  and  Chile  was  their  profound  interest  to  have  greater  input 
from  smaller  to  medium  size  U.S.  businesses.  They  perceive  these  entrepreneurial  businesses 
as  the  personification  of  the  "American  Dream"  and  that  they  were  the  primary  engine  that 
helped  build  our  economy.  They  have  an  interest  and  desire  to  interact  with  more  of  these  types 
of  companies  which  they  believe  will  help  them  create  their  own  entrepreneurial  businesses. 
They  view  these  companies  as  a  vehicle  for  job  creation  and  as  a  means  to  develop  more 
advanced  technology  through  transfers  or  joint  ventures.  In  the  case  of  Brazil,  the  situation  is 
much  more  problematic.  It's  a  country  of  150  million  people  and  the  5th  largest  country  in  the 
world,  fraught  with  raging  inflation  and  political  uncertainties.  Brazil  has  an  impressive 
industrial  and  technical  base  and  is  rich  in  natural  resources.  Yet  there  continues  to  be  relatively 
high  tariffs  and  many  barriers  to  trade  and  investment.  Still,  as  its  markets  open  more  fully, 
inflation  is  brought  under  control  and  political  stability  is  achieved,  Brazil  will  present  the  largest 
opportunity  for  U.S.  business  interests  in  Latin  America. 

The  following  is  an  economic  and  political  snapshot  of  Argentina,  Brazil,  and  Chile. 

Argentina  Population:  33.3  million 

Democracy  has  taken  hold  as  they  continue  to  build  a  "two  major  party"  type  of  system. 
Their  markets  are  open  and  adequate  protections  are  in  place.  Issues  which  need  to  be  addressed 
are  intellectual  property  rights  and  stronger  environmental  laws.  The  economy  has  a  GDP  of 
$255  billion  and  grew  at  a  rate  of  6%  in  1993.  U.S.  exports  to  the  country  exploded  froim  $1.1 
billion  in  1991  to  an  estimated  $3.8  billion  in  1993.  It  is  one  of  only  10  countries  in  the  world 
where  the  U.S.  has  a  $3  billion  or  greater  positive  trade  balance.  U.S.  direct  investment  was 
around  $3.4  billion  in  1992.  Prospects  for  continued  growth  and  expansion  are  good.  There 
will  be  an  election  held  in  May  1995  and,  at  the  moment.  President  Menem 's  re-election  seems 
probable.  Therefore,  it  is  expected  that  Argentina  will  stay  with  its  present  economic  policies. 
The  best  U.S.  expert  prospects  are  computers  and  peripherals,  aircraft,  motor  vehicles, 
telecommunications  equipment,  electronic  components,  food  processing  and  packaging 
equipment,  oil  and  gas  field  equipment,  medical/health  equipment,  agricultural  equipment,  textile 
machinery,  and  capital  goods/mining  equipment.  Argentina  hopes  it  will  be  next  after  Chile  to 
negotiate  a  free  trade  agreement  with  the  United  States. 

Brazil  Population:  152  million 

Democracy  is  new  to  Brazil.  There  has  been  much  p)olitical  turmoil  in  the  recent  past, 
marked  by  major  corruption  scandals.  The  next  presidential  elections  are  scheduled  for  October 
of  1994.    We  will  have  to  wait  for  the  results  to  see  whether  business  and  political  leaders  are 
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able  to  develop  a  consensus  on  economic  reform.  Trade  liberalization  and  market  opening  has 
begun  but  much  needs  to  be  done.  Duty  is  still  quite  high  and  out  of  line  in  several  areas. 
Many  of  its  regulations  are  often  restrictive  and  discriminatory,  offering  incentives  and  favoring 
local  content.  Investment  restrictions  remain  in  communications,  utilities,  mining,  petroleum, 
health  care  services  and  fmancial  services.  Areas  that  need  to  be  addressed  are  intellectual 
property  rights,  telecommunications  issues  and  informatics.  Brazil  has  the  ninth  largest  economy 
in  the  world.  The  economy  has  a  GDP  of  $447  billion  and  grew  at  a  rate  of  4.5%  in  1993.  It 
is  expected  to  grow  at  the  robust  rate  of  7-8%  in  1994.  Much  is  dependent  on  controlling 
inflation  and  the  effectiveness  of  the  inti-oduction  on  July  1,  1994  of  a  new  currency.  U.S. 
exports  have  been  static  at  around  $6  billion  per  year  from  1990.  U.S.  direct  investment  was 
$16. 1  billion  in  1992.  The  future  ouUook  for  U.S.  opportunities  is  promising.  When  a  political 
consensus  to  further  open  up  their  markets  is  reached,  it  will  present  the  biggest  opportunity  in 
Latin  America  for  U.S.  interests.  The  best  U.S.  export  prospects  are  aircraft,  data  processing, 
office  machinery,  coal,  electronic  parts,  travel  and  tourism,  computers,  franchising,  mining 
equipment,  telecommunications  equipment,  water  resources  equipment,  electronic  power  systems 
and  medical,  laboratory  and  scientific  equipment.  Brazil  is  the  dominant  economic  force  in 
Latin  America.  Any  move  by  others  to  establish  a  Western  Hemisphere  Free  Trade  Agreement 
would  act  as  a  catalyst  to  opening  and  liberalizing  their  trade  and  investment  policies  and  add 
impetus  to  their  joining  the  process. 

Chile  Population:  13.6  million 

Democracy  continues  to  take  hold  as  evidenced  by  the  recent  transition  to  President  Frei. 
This  was  the  first  transition  from  one  democratically  elected  President  to  the  next  in  20  years. 
Chilean  markets  are  fully  open  to  trade  and  investment  with  substantial  protection.  The 
economy  is  well  managed  by  a  cadre  of  highly  trained  technocrats,  probably  the  best  in  Latin 
America.  Chile  has  had  ten  consecutive  years  of  economic  expansion  and  remains  Latin 
America's  model  economy.  There  are  no  major  areas  of  trade  and  investment  disputes  with  the 
United  States.  The  economy  has  a  GDP  of  $43.8  billion  and  grew  at  a  rate  of  6%  in  1993. 
Since  1985,  GDP  annual  growth  has  averaged  6.1%,  among  the  highest  in  the  world  over  a 
similar  period.  Inflation  is  not  a  significant  factor.  U.S.  exf)orts  were  $2.6  billion  in  1993. 
Total  U.S.  direct  investment  was  $2.4  billion  in  1992.  Chile  is  the  announced  next  candidate 
for  either  accession  to  the  NAFTA  or  a  bilateral  ti^de  agreement  with  the  U.S.  The  future 
outlook  is  positive  and  growth  is  steady.  The  best  prospects  for  U.S.  exports  are  earth  moving 
vehicles  and  parts,  passenger  and  commercial  motor  vehicles  and  parts,  computers  and  related 
equipment,  telecommunications  equipment,  mining  equipment,  forestry  and  woodworking 
equipment,  pollution  equipment,  agricultural  equipment,  electrical  power  equipment,  medical 
equipment,  aircraft  parts,  and  auto  parts.  The  example  of  Chile's  success  should  continue  to 
serve  as  a  role  model  for  the  region. 

Now  I  would  like  to  address  my  remarks  to  the  forthcoming  Summit  of  the  Americas, 
its  implications  and  the  opportunities  leading  up  to  it.  Vice  President  Gore  recently  said, 
referring  to  the  need  to  now  look  to  the  South  after  the  NAFTA,  "Geography  has  made  us 
neighbors.  Necessity  makes  us  allies.  And  swifUy  changing  circumstances  of  the  modem  world 
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have  made  us  a  community."  We  are  at  a  crossroads  of  history  relative  to  trade  opportunities 
and  relations  with  Latin  America.  Relations  have  never  been  better.  There  is  a  strong,  positive 
feeling  and  substantial  goodwill  towards  the  United  States.  Many  business  and  political  leaders 
feel  a  strong  philosophical  kinship  to  the  U.S.  style  of  business  and  government.  There  is  a 
huge  thirst  for  U.S.  products  and  services. 

The  hopes  and  expectations  of  most  Latin  American  business  and  political  leaders  is  that 
the  Summit  of  the  Americas  will  result  in  the  development  of  a  framework  in  which  the  region 
will  be  able  to  move  forward  towards  a  Western  Hemisphere  Free  Trade  Agreement  (WHFTA). 
There  is  tremendous  enthusiasm  about  the  opportunities  such  an  undertaking  can  bring.  While 
there  is  talk  about  bilateral,  sub-regional  and  multilateral  trade  agreements  being  negotiated, 
most  of  the  countries  in  the  region  expect  the  architecture  of  a  WHFTA  to  resemble  the 
NAFTA.  Many  governments  in  the  region  are  opening  markets  and  enacting  laws  and 
procedures  that  generally  address  the  core  of  principals  established  by  the  NAFTA.  Even 
though  the  stated  goals  of  the  Summit  of  the  Americas  are  good  governance  through  the 
strengthening  of  democratic  institutions  and  expanding  trade,  investment  and  sustainable 
development,  they  realize  they  are  interrelated  in  many  ways.  However,  the  real  interest  is  in 
the  expansion  of  trade  through  some  type  of  hemispheric  free  trade  agreement.  Latin  American 
leaders  view  this  as  a  possible  solution  to  many  of  their  domestic  social  problems  and  as  a  way 
to  alleviate  their  large  pockets  of  poverty. 

The  move  towards  market-based  economies  is  underway.  Soaring  inflation  is  being 
brought  under  control.  The  debt  burden  is  becoming  manageable.  Competition  and  privatization 
are  taking  hold  as  investment  inflow  continues  to  grow.  U.S.  direct  investment  in  the  region 
reached  $65.2  billion  in  1992,  or  about  42%  of  the  total  foreign  direct  investment.  Many  view 
the  expanding  success  of  Chile  and  the  more  recent  success  of  Argentina  as  models  of  the 
positive  benefits  democracy  and  open  and  free  trade  can  bring.  There  is  tremendous  enthusiasm 
and  activity  both  in  North  and  South  America  focusing  on  the  Summit  and  its  anticipated 
outcome.  Companies  throughout  the  world  are  beginning  to  focus  their  attention  towards  Latin 
America.  We  are  seeing  increased  interest  on  the  part  of  U.S.  business  to  enhance  and  expand 
their  presence  in  Latin  America,  particularly  among  small  to  medium  sized  companies.  We  are 
seeing  many  European  and  Asian  companies  looking  to  re-orient  their  marketing  thrust  towards 
Latin  America  through  the  United  States  and,  in  particular.  South  Florida  and  Miami.  They  see 
the  value  that  the  enormous  publicity  the  Summit  will  bring  as  providing  a  marketing  backdrop 
for  their  own  efforts  in  Latin  America.  In  short,  they  want  to  seize  the  energy  and  momentum 
of  the  Summit  to  increase  their  own  presence  and  market  penetration  in  what  collectively  would 
be  the  largest  trading  region  in  the  world.  The  trading  advantages  for  U.S.  firms  both  in  goods 
and  services  are  enormous.  Latin  America  is  a  natural  and  logical  extension  of  our  current 
trading  region;  not  to  mention  the  significant  networking  possibilities  through  the  more  than  30 
million  Hispanics  in  this  country.  They  provide  both  a  fwlitical  and  communications  link  that 
will  prove  invaluable  as  we  continue  to  grow  our  activities  in  Latin  America.  As  one  who 
comes  from  a  city  which  is  50%  Hispanic,  I  have  seen  the  dramatic  results  of  the  value  of  this 
community.  They  continue  to  be  a  major  factor  in  helping  to  propel  Miami  into  an  international 
banking  and  financial  center.   All  this  translates  into  U.S.  jobs.  President  Clinton  has  stated  "if 
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we  can  continue  to  break  down  hemispheric  trade  barriers,  we  can  create  1  million  new  jobs  by 
the  turn  of  the  century." 


The  Summit  of  the  Americas  is  the  first  gathering  of  hemispheric  leaders  in  a  generation, 
since  the  1967  Summit  in  Punta  Del  Este,  Uruguay.  We  cannot  let  what  happened  at  that  time 
occur  once  again.  According  to  Ambassador  Sol  Linowitz  "the  Punta  Del  Este  communique 
included  a  23  page  action  program  which  did  not  produce  a  great  deal  of  action."  The  time  is 
right  to  seize  the  opportunity  of  the  Summit  and  to  reach  an  understanding  and  agreement  on  the 
framework  to  establish  a  WHFTA.  TTiis  will  give  the  participating  countries  an  action  plan  to 
put  into  practice  and  an  agenda  to  remain  committed  to  after  agreement  is  reached  at  the 
Summit. 

Never  in  the  history  of  Latin  America  has  there  been  a  greater  move  towards  democracy 
and  open  market  systems.  The  days  of  the  dictator  and  military  regimes  are  virtually  extinct. 
All  countries  in  the  hemisphere  but  two  have  democratically  elected  governments.  In  fact,  there 
are  more  democratically  elected  governments  in  the  Western  Hemisphere  today  than  that  at 
anytime  since  the  Spanish  arrived  500  years  ago.  The  establishment  of  the  criteria  for  entry  into 
a  WHFTA  will  help  contribute  to  the  sustained  democratization  of  the  region.  It  will  provide 
incentive  to  countries  to  continue  to  open  up  their  markets  and  to  maintain  democracy  and 
human  rights.  While  many  of  the  countries  in  the  region  are  at  different  stages  of  economic 
development  and  have  a  different  time  frame  in  mind  to  enter  into  a  WHFTA,  the  momentum 
is  there  and  must  be  maintained.  While  it  is  a  good  idea  to  recognize  the  success  and  progress 
of  a  country  like  Chile  and  agree  to  negotiate  a  FTA  with  them,  it  would  be  a  mistake  not  to 
have  a  defined  structure  so  that  others  may  follow.  Otherwise,  we  may  create  some  individual 
foreign  policy  and  political  problems  for  those  that  feel  they  should  be  included  in  the  process 
and  are  not.   This  could  lead  to  unwanted  economic  and  political  disputes. 

The  establishment  of  a  WHFTA  would  create  the  largest  free  trade  area  in  the  world  with 
nearly  750  million  people.  It  would  have  a  combined  gross  domestic  product  of  $7.3  trillion. 
The  Latin  American  market  alone  would  account  for  nearly  $1  trillion  in  GDP.  The  trade  and 
investment  barriers  in  the  area  have  been  tumbling.  The  result  for  U.S.  business  has  been 
enormous.  Just  between  1991  and  1992,  U.S.  exports  to  the  region  grew  by  19.5%  versus  a 
4%  growth  with  the  rest  of  the  world.  U.S.  exports  to  the  region  have  grown  an  average  of 
14.4%  in  the  past  six  years.  We  now  enjoy  a  $7  billion  trade  surplus  and  it  continues  to  grow. 
The  economies  of  the  region  are  expected  to  grow  at  an  average  of  around  5  %  per  year,  in  the 
near  term  and  substantially  more  in  the  medium  term  —  among  the  highest  in  the  world.  The 
region  is  our  third  largest  trading  partner  behind  Canada  and  Western  Europe.  It  is  projected 
by  many  to  overtake  Western  Europe  early  in  the  next  century.  This  growth  has  taken  place 
in  spite  of  the  higher  tariffs  in  the  region  for  our  goods  than  our  tariffs  on  their  products.  For 
example,  coffee  and  petroleum  products  enter  the  U.S.  duty  free.  Therefore,  you  can  imagine 
the  future  growth  possibilities  for  U.S.  exports  as  the  tariffs  in  the  region  are  rwiuced,  a  central 
theme  of  a  WHFTA. 
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The  world's  new  global  trading  system  has  certainly  been  a  catalyst  in  opening  markets 
and  reducing  tariffs.  But  in  my  opinion  a  WHFTA  will  accelerate  the  move  to  open  markets 
and  lower  tariffs  and,  as  our  natural  market,  U.S  companies  would  be  the  principal 
beneficiaries.  My  view  is  that  the  U.S.  should  use  the  NAFTA  as  the  vehicle  for  establishing 
a  WHFTA.  We  should  provide  for  an  expansion  of  the  side  agreements  to  establish  the 
standards  for  entry,  particularly  in  the  areas  of  the  environment  and  workers  rights.  We  should 
consider  expanding  the  legislation  introduced  by  Majority  Leader  Gephardt  and  Senator  Wofford 
~  "Chile  Free  Trade  Agreement  Negotiating  Act  of  1994"  —  to  include  provisions  to  allow  the 
President  to  enter  into  trade  agreements  with  other  nations  of  the  hemisphere,  applying  the  fast 
track  procedures  in  a  similar  manner.  We  should  also  provide  for  negotiations  to  take  place  with 
sub-regional  trading  groups  if  deemed  appropriate  and  prudent.  In  addition,  we  should  consider 
using  the  type  of  mechanism  outlined  in  Senator  Dodd's  bill,  S.  1939,  the  "Western  Hemisphere 
Free  Trade  Area  Act  of  1994."  In  any  event,  I  urge  that  we  take  some  action  and  establish  a 
policy  framework  for  expansion  of  free  trade  agreements  in  the  region  and  give  the  President 
a  tool  to  work  with  at  the  Summit  of  the  Americas.  We  need  to  cement  the  gains  made  thus  far 
in  the  hemisphere  and  make  further  gains  as  we  proceed  into  the  21st  century.  In  my  capacity 
as  a  member  of  the  Summit  of  the  Americas  Steering  Committee,  I  had  occasion  to  join  the 
President  on  Monday,  July  18th  in  Miami  at  which  time  he  publicly  stated  the  Summit  should 
be  characterized  as  "true  friends  and  partners  entering  the  21st  century  together."  We  can  truly 
make  this  happen  through  the  mechanism  of  a  free  trade  agreement. 

In  closing,  I  would  like  to  comment  on  the  post-Summit  period.  In  my  view,  we  must 
continue  our  efforts  towards  encouraging  free  and  op)en  trade  beyond  the  Summit  and  move 
forward  with  negotiations  of  free  trade  agreements  with  all  of  our  interested  neighbors  in  the 
hemisphere.  We  should  give  the  opportunity  to  all  nations  who  are  ready  and  who  have  met  the 
objectives  and  principals  that  will  be  a  precondition  to  entry.  In  my  view,  we  should  consider 
setting  a  date  for  a  subsequent  Summit  and,  in  the  interim,  hold  periodic  conferences  at  the 
Ministerial  level  and  with  business  leaders.  It  is  important  for  us  to  maintain  the  momentum  in 
the  region  and  to  continue  to  take  an  active  leadership  role  in  helping  to  ensure  that  U.S. 
business  interests  will  continue  to  be  the  dominant  traders  and  investors  in  the  region. 

As  the  economies  of  our  southern  neighbors  continue  to  grow  and  create  wealth  and 
purchasing  power  for  their  more  than  450  million  citizens  ~  so  will  the  potential  opportunities 
for  U.S.  business  interests  grow.  We  cannot  and  should  not  waste  this  historic  opportunity  by 
periodic  inaction.  To  achieve  the  dream  of  a  free  trading  region  from  Anchorage  to  Tierra  Del 
Fuego  will  take  time.  There  is  no  need  for  a  predetermined  time  frame  in  my  opinion,  provided 
we  establish  a  framework  at  the  Summit  from  which  we  can  move  forward. 

Mr.  Chairman  and  Members  of  the  Subcommittees,  this  concludes  my  prepared 
statement.    I  will  be  happy  to  answer  any  questions  you  may  have. 
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PREPARED  STATEMENT  OF  DAVID  E.  IVY 

PRESIDENT 
ASSOCUTION  OF  AMERICAN  CHAMBERS 
OF  COMMERCE  IN  LATIN  AMERICA  (AACCLA) 
BEFORE  THE 
SUBCOMMITTEE  ON  WESTERN  HEMISPHERE  AFFAIRS 
AND  THE 
SUBCOMMITTEE  ON  ECONOMIC  POUCY,  TRADE  AND  THE  ENVIRONMENT 
COMMITTEE  ON  FOREIGN  AFFAIRS 
UNFTED  STATES  HOUSE  OF  REPRESENTATIVES 
WASHINGTON,  DXL 
JULY  20,  1994 

Mr.  Cbaimuui.  my  name  is  David  E.  Ivy,  and  I  am  an  American  dtizen  with  over 
25  years  of  business  experience  in  Latin  America.  I  am  currently  Managing  Partner  for 
Kom/Ferry  International,  the  leading  executive  search  consulting  firm,  in  Sao  Paulo, 
Brazil  I  am  also  the  President  of  the  Association  of  American  Chambers  of  Commerce 
in  Latin  America. 

Thank  you  for  the  opportunity  to  share  the  views  of  the  American  Association  of 
Chambers  of  Commerce  in  Latin  America  (AACCLA)  on  the  role  of  trade  issues  in  the 
Summit  of  the  Americas.  Our  Association,  the  leading  voice  for  American  business 


76 

operadng  in  the  region,  represents  22  American  Chambers  in  20  Latin  American 
countries.  With  over  16,500  members,  these  22  American  Chambers  have  lead  the  way 
in  promoting  increased  trade  and  investment  between  the  United  States  andatin 
America.  Our  members  represent  the  overwhebning  majority  of  the  over  $68  biUion 
dollars  of  U.S.  foreign  direct  investment  in  the  region  and  are  therefore  most 
knowledgeable  about  doing  business  there. 

Mr.  Chairman,  I  commend  you  and  the  members  of  the  Committee  for  initiating 
these  hearings  on  the  Summit  of  the  Americas  by  focusing  on  expansion  of  trade  in  the 
Hemisphere.  This  is  the  area  where  I  believe  the  Summit  can  encourage  the  most 
progress,  and  upon  which  there  is  the  broadest  consensus. 

The  goal  of  creating  a  Western  Hemisphere  Free  Trade  Area  (WHFTA), 
stretching  from  Alaska  to  Antarctica  has  been  repeated  often  enough  in  recent  years,  but 
the  magnimde  of  the  task  is  still  being  underestimated.   Establishing  a  WHFTA  is  not 
automatic,  just  as  continued  progress  of  the  economic  and  political  reform  programs  in 
the  region  is  not  guaranteed.  The  formidable  challenges  that  remain  ahead  should 
compel  the  governments  and  business  communities  of  the  Hemisphere  to  seize  the 
moment  and  drive  the  trade  agenda  forward.  We  believe  that  the  1994  Summit  of  the 
Americas  is  a  critical  opportunity  for  both  government  and  business  to  recommit  and 
refocus  their  energies  toward  the  need  for  continued  economic  reform  and  Hemispheric 
integration. 

The  leaders  should  agree  to  a  common  goal  of  creating  a  Western  Hemisphere 
Free  Trade  Area  within  10  years,  no  later  than  January  1,  2005.  They  must  also  agree 
on  the  basic  rules,  many  of  which  are  embodied  in  the  NAFTA  agreement,  that  will 
govern  fair  and  open  trade.  We  believe  NAFTA  should  become  the  model  for  trade 
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expansion.    Finally,  the  democratically-elected  beads  of  state  should  agree  on 
mechanisms  to  ensure  that  these  commitments  are  kept  and  implemented. 

Failure  to  use  the  Summit  to  advance  Hemispheric  integration  would  be  more 
that  a  mere  missed  opportunity.  I  believe  that  Latin  America  is  at  a  unique  and  critical 
juncture.   While  much  of  the  progress  in  the  region  is  well  grounded  and  sustainable  - 
we  cannot  take  continued  reforms  for  granted.    We  need  only  look  at  recent  events  in 
Venezuela  to  be  reminded  that  the  political  and  economic  institutions  which  wiU 
boi>efully  carry  Latin  America  into  first-world  prosperity  are  still  very  weak. 

Failure  to  create  continued  economic  growth  will  jeopardize  the  region's  ability  to 
address  the  other  critical  issues  that  are  certain  to  be  discussed  at  the  Summit  including: 
strengthening  democratic  rule,  fostering  reliable  and  independent  judicial  systems, 
countering  the  threat  of  nar co-trafficking  and  protecting  the  environment  Progress  on 
all  of  these  fronts  hinges  on  sustainable  economic  growth  which  will  bring  greater 
opportunity  to  all  the  citizens  of  the  region. 

While  the  positive  reforms  within  the  region  are  being  implemented  by  elected 
leaders  of  all  political  stripes,  we  should  not  underestimate  the  important  role  VS. 
leadership  has  played  in  helping  to  sustain  those  reform  programs.  President  Bush's 
Enterprise  for  the  America's  Initiative,  for  example,  was  warmly  embraced  throughout 
the  region.   U.S.  leadership  will  continue  to  play  a  pivotal  role  in  the  Hemisphere. 

Spurred  by  the  NAFTA  negotiations  and  the  promise  of  a  Western  Hemisphere 
Free  Trade  Area,  nations  of  the  region  have  already  moved  ahead  to  expand  and 
strengthen  sub-regional  trading  alliances.  There  are  already  over  23  different  and 
separate  trade  agreements  between  nations  or  groups  of  nations  in  the  region,  with  many 
more  currently  under  negotiation.  Without  a  dear  roadmap  for  expanding  trade  in  the 
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Hemisphere,  we  risk  ending  ^>  with  a  fragmented  patchwork  of  trade  rules  which  could 
make  NAFTA  expansion  even  more  difficult,  rather  than  accelerating  trade  and 
investment  Former  Deputy  United  States  Trade  Representative,  Ambassador  Julius 
Katz,  has  warned  of  potential  dangers  of  such  a  'spaghettT  of  trade  relationships  and 
rules.  This  could  jeopardize  many  of  the  opportunities  available  to  American  companies 
in  the  region. 

The  Role  of  Bnsiness 

On  the  trade  side,  business  is  already  leading  the  way  toward  greater  integration. 
As  trade  barriers  have  fallen,  cross-border  trade  and  investment  within  Latin  America 
have  blossomed.   For  example,  trade  between  Argentina  and  Chile  rose  at  an  average 
annual  rate  of  31J  percent  between  1990-1992.  Following  a  1990  bilateral 
Colombia/Venezuela  trade  agreement  commerce  increased  147  percent  in  two  years. 
The  increased  interdependence  of  the  region's  economies  is  the  principal  insurance 
policy  against  a  return  to  statism.  Latin  American  conq}anies  are  looking  across  borders 
for  investment,  signaling  the  emergence  of  the  Latin  American  multinational  Latin 
Americans  are  investing  in  their  own  future. 

American  conq>anies  have  responded  quickly  to  the  increased  opportimities  in 
Latin  America.  U.S.  ejq>orts  to  the  region  rose  from  $25  billion  in  198S  to  over  $77 
billion  last  year.  With  exports  growing  at  an  annual  rate  of  over  16  percent  from  1987 
to  1992,  over  1.5  million  Americans  now  owe  their  jobs  to  e]q>orts  to  the  region.    The 
United  States  has  dearly  benefited  from  the  region's  transformation.  We  should  not, 
however,  take  e]q>anding  exports  for  granted. 

While  the  good  news  is  exhilarating  for  those  of  us  who  have  always  seen  the 
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potential  in  Latin  America,  there  is  still  much  left  to  be  done.  NAFTA's  rapid 
expansion  hinges  on  continued  economic  reforms  in  the  region.  Business  must  work  to 
ensure  that  the  "trade  agreement  fatigue"  that  may  be  plaguing  some  of  ofGdal 
Washington  is  not  combined  with  an  equally  dangerous  case  of  "economic  reform 
fatigue*  in  the  region.  The  business  communities  of  the  Hemisphere  must  help  provide 
the  roadmiap  for  both  continued  economic  reforms  and  trade  expansion. 

Status  of  Economic  Reforms  in  Latin  America 

This  past  May,  AAOCLA.  assisted  by  Chase  Manhattan  Bank,  released  a  "Survey 
of  Foreign  the  Investment  Climate  in  Members  Countries"  in  an  effort  to  help  foster 
continued  reforms  in  the  region  and  provide  a  "benchmark"  of  status  of  the  trade  and 
investment  Uberalization  programs.  The  survey  details  the  conditions,  country  by 
country,  in  over  40  areas  critical  any  investment  decision,  from  macroeconomic  stability 
to  worker  productivity.  I  will  leave  copies  of  this  survey  for  the  Committee,  but  let  me 
summarize  our  finHing^- 

Overall,  our  survey  confirmed  that  broad  progress  had  been  made  in  many  areas, 
including  lowering  the  barriers  to  trade  and  investment,  controlling  inflation  and 
restoring  macroeconomic  stability.  In  addition,  foreign  investment  laws  have  been 
revised  in  ten  countries  over  the  past  four  years,  and  the  barriers  to  the  free  flow  of 
capital  have  been  gradually  eliminated.  Most  countries,  for  example,  no  longer  in^Ktse 
limits  on  the  repatriation  of  profits  or  of  the  original  investment,  or  impose  restrictions 
on  licensing,  royalty  arrangements,  technology  transfer,  or  payment  of  technical  fees. 

Our  survey  also  identified  areas  where  the  results  are  still  mixed.  Only  some 
countries,  for  example,  allow  foreign  investment  participation  in  most  sectors  of  their 
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economies  and  have  no  additional  taxes  on  the  remittance  of  dividends  or  royalties. 
As  Latin  America's  economies  reach  long-term  stability  workers  wiU  acquire 
greater  siril^  infrastructure  will  improve,  and  the  "rules  of  the  game"  will  be  enforced  on 
a  more  consistent  and  predictable  manner. 

The  Summit  Agenda:  Setting  the  Stage  for  Continoed  Progress 

There  are,  to  be  sure,  many  important  issues  that  must  be  resolved  as  we  move 
towards  a  Western  Hemisphere  Free  Trade  Area.    For  example,  NAFTA's  dispute 
settlement  systems  are  designed  to  provide  transparent  and  relatively  quick  mechanisms 
to  resolve  disputes  among  trading  partners.  Can  the  same  model  be  e]q)anded  to  include 
34  nations  without  creating  a  behemoth  with  a  cumbersome  "free  trade'  bureaucracy? 
What  role  wUl  NAFTA's  environmental  and  labor  commissions  play  in  an  expanded 
NAFTA?  Once  NAFTA  e]q>ands  beyond  Canada,  the  United  States  and  Mexico,  will 
each  member-nation  be  required  to  sign-off  before  negotiations  can  begin  with  new 
coimtries?  Will  the  criteria  for  NAFTA  accession  be  the  same  for  each  prospective 
applicant?  If  so,  what  are  those  criteria?  What  can  and  should  be  done  to  help  the 
poorest  nations  in  the  region  prepare  for  free  trade? 

These  are  all  serious  issues  that  require  immediate  and  detailed  study.  However, 
the  leaders  meeting  this  December  at  the  Summit  of  the  America's  need  not  agree  on 
answers  to  each  of  these  questions  to  make  significant  progress  on  the  trade  agenda. 

Experience  shows  that  clearly  defined  trade  goals  and  deadlines  have  a  way  of 
focusing  governments  toward  finding  solutions.  The  Latin  American  presidents  gathered 
at  the  Summit  of  the  Americas  in  Miami,  should  agree  on  a  target  date  for  linking  the 
entire  hemisphere  in  free  trade  no  later  than  within  10  years,  by  January  1,  200S. 
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Furthennore,  the  leaders  should  agree  to  a  series  of  principles,  aU  embodied  in  the 
NAFTA,  that  will  serve  as  the  "rules  of  the  game'  for  Hemispheric  trade  including: 
elimination  of  artificial  tariff  and  non-tariff  barriers  to  trade  in  goods  anri  services, 
national  treatment,  dear  aiul  transparent  rules  of  origin,  reliable  mechanisms  for  diqjute 
resolution  and  fiill  protection  of  intellectual  property  rights. 

Finally,  the  leaders  of  the  Hemi^here  shoiild  establish  joint  private  and  public 
sector  mechanisms  to  ensure  that  progress  toward  trade  integration  continues  —  that  is, 
to  ensure  that  this  Summit  is  more  than  just  a  weekend  meeting  of  the  region's 
democratically  elected  leaders.  Secretary  of  Commerce  Ron  Brown  has  suggested  that 
the  region's  Commerce  and  Trade  Ministers  meet  regularly  to  advance  the  trade  and 
economic  agenda.  Organizations  sudi  as  AACCLA  and  the  Council  of  the  Americas  will 
provide  similar  opportunities  for  discussion  among  the  region's  business  communities  as 
well  as  between  business  and  govemmenL  We  need  to  focus  as  much  on  what  h^jpens 
aftfii  the  Summit  as  on  the  agenda  for  the  Summit  itself. 

Role  of  the  United  States:  Preparing  for  a  Soccessftal  Summit 

The  single  most  important  step  the  United  States  can  take  to  encourage  reforms 
in  the  region  is  to  clearly  demonstrate  its  continued  commitment  toward  creating  a 
Western  Hemisphere  Free  Trade  Area.  Formal  negotiations  for  Chile's  accession  to 
NAFTA  should  begin  as  quickly  as  possible  -  as  soon  as  fast  trade  negotiating  authority 
can  be  obtained  from  the  U.S.  Congress.  The  Summit's  success  may  well  hinge  on 
President  Clinton's  ability  to  demonstrate  to  his  counterparts  that  there  is  broad  bi- 
partisan support  in  the  VS.  Congress  for  Mpanrfing  trade  in  the  region. 

Simply  put,  if  we  allow  the  still  largely  unresolved  debate  over  the  role  of  labor 
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and  environment  or  various  potential  side-issues  in  trade  agreements  to  delay  approval 
of  fast-track  negotiating  authority,  we  will  limit  what  President  Clinton  will  be  able  to 
achieve  at  the  Summit  and  jeopardize  this  critical  opportunity.  We  urge  this  Congress  to 
grant  President  Clinton  broad  and  dean  fast-track  negotiating  authority  for  the  purpose 
of  concluding  mutually  beneficial  trade  agreements  with  other  nations,  particularly  in  the 
Hemisphere. 

In  expanding  NAFTA,  we  must  not  forget  the  central  idea  that  imites  all 
supporters  of  expanded  trade  in  the  Hemisphere:  economic  growth,  enhanced  by 
increased  trade  and  investment,  is  a  win-win  for  aU  nations  involved.  Furthermore, 
economic  growth  is  a  critical  foundation  for  progress  in  other  areas  from  enhanced 
protection  of  the  environment  to  improved  standards  for  the  region's  workers.  Growing 
economies  and  increased  trade  will  also  strengthen  the  region's  democratic  institutions, 
facilitating  our  neighbors'  ability  to  address  other  critical  challenges. 

In  the  months  approaching  the  Summit  of  the  Americas,  the  Association  of 
American  Chambers  of  Commerce  in  Latin  America  will  be  working  with  the  Coimcfl  of 
the  Americas  and  the  United  States  Chamber  of  Commerce  to  provide  business  input  for 
the  region's  leaders.  We  are  already  working  to  create  a  Vhite  p^^r"  statement  of 
common  principles  and  goals  for  which  we  will  seek  wide  endorsement  by  business 
organizations  in  the  United  States  and  throughout  the  region.  We  look  forward  to 
working  with  this  Committee  and  the  governments  of  the  region  to  ensure  that  the 
Simimit  of  the  Americas,  the  first  of  its  kind  in  over  a  generation,  is  a  success. 
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QUESTIONS  FOR  THE  RECORD  SUBMITTED  TO  SECRETARY  RON  BROWN 
Subcommittee  on  Western  Hemisphere  Affairs 
Hearing  about  Summit  of  the  Americas:  Prospects  for  Trade 

July  20,  1994 

OUESTION  #1;  '     . 

Is  there  agreement  within  the  Administration  on  the  role  of  trade 
at  the  Summit?  Will  trade  and  a  possible  hemispheric  trade 
agreement  be  a  major  theme  of  the  Summit? 

ANSWER  #1: 

Trade  will  have  a  major  role  at  the  Summit.   We  hope  that  the 
Summit  leaders  will  endorse  the  construction  of  a  hemispheric 
free  trade  area.   We  also  hope  that  the  Summit  will  close  with  a 
document  that  formally  endorses  the  goal  of  a  Hemispheric  Free 
Trade  Agreement  that  embraces  market -oriented  principles  and 
concrete  measures  of  progress  and  contains  pledges  by  the 
hemisphere's  leaders  to  work  as  a  partners  toward  these 
objectives. 

OUESTION  #2; 

Some  experts  have  suggested  that  rather  than  working  toward  a 
hemispheric  free  trade  arrangement  by  expanding  NAFTA,  per  se,  it 
makes  more  sense  to  devise  a  mechanism  for  coordinating  policy 
among  the  existing  and  very  viable  subregional  trade  schemes 
(such  as  MERCOSUR,  CARICOM,  etc.)   Has  the  Administration  consid- 
ered this  approach,  ouid  what  are  your  conclusions? 

ANSWER  #2: 

The  Administration  does  use  existing  trade  mechanisms,  such  as 
our  trade  and  investment  councils  with  countries  in  the 
hemisphere  including  subregional  agreements  like  MERCOSUR,  for 
coordinating  policy  discussions  and  problem  resolution.  We  are 
still  in  the  process  of  consulting  with  Congress,  the  business 
community  and  other  countries  in  the  hemisphere  on  how  best  to 
utilize  existing  mechanisms. 

OUESTION  #3 : 

Some  experts  have  suggested  that,  rather  than  "picking"  a  country 
to  be  next  for  consideration  to  join  NAFTA,  we  should  use  the 
Summit  to  declare  our  interest  in  a  Hemispheric  FTA  and  lay  out 
criteria  such  as  trade  liberalization,  level  of  economic  and 
political  freedom,  and  respect  for  human  rights  and  worker 
rights,  and  let  all  of  the  countries  "compete"  with  one  another, 
thus  spurring  economic  and  political  reform.   What  is  the  Admini- 
stration's view  on  this  approach? 
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ANSWER  #3 


President  Clinton  has  stated  that  Chile  will  be  the  next  country 
with  which  we  negotiate  a  free-trade  agreement.   We  hope  that  the 
Summit  can  endorse  construction  of  a  Hemispheric  Free  Trade 
Agreement.   We  recognize  that  many  countries  in  the  hemisphere 
are  not  yet  ready  to  assume  the  full  obligations  of  a  free  trade 
agreement  and  we  intend  to  use  all  mechanisms  availa±)le  like 
trade  and  investment  councils  and  the  Hemispheric  Trade  emd 
Commerce  Forum  to  enhsmce  amd  encourage  the  .reforms  you  mention. 

QUESTION  #4: 

One  of  the  pitfalls  in  maintaining  momentum  behind  this  sort  of 
initiative  is  that  unless  a  single  agency  is  given  the  responsi- 
bility to  follow  up,  the  initiatives  stall.   Which  agency  will 
likely  have  the  lead,  for  example,  in  following  up  on  smy  trade 
programs  that  emerge  from  the  Summit? 

ANSWER  tt4 : 

USTR  has  the  lead  on  trade  negotiations  and  will  continue  to  do 
so.   Ambassador  Kantor  cuid  I  have  agreed  to  host  ministers  and 
key  private  sector  leaders  at  the  Hemispheric  Trade  and  Commerce 
Forum  next  Spring.   Building  upon  the  Summit,  we  will  work  toward 
a  stronger  infrastructure  for  integration.   With  the  private 
sector  we  will  begin  fashioning  a  hemispheric  trade  regime  that 
is  barrier- free:  for  example,  developing  sound  regulatory 
procedures;  simplifying  customs  documentation;  establishing  a 
Regional  Information  Infrastructure;  amd  devising  a  commercial 
law  development  program  to  help  governments  evaluate  and 
modernize  their  commercial  laws. 

QUESTION  #5: 

Some  ideas  which  are  being  considered  for  the  Summit  agenda 
portend  possible  duplication  for  existing  inter-Americein  coopera- 
tion, such  as  the  OAS's  new  Special  Committee  on  Trade  smd 
Committee  on  the  Environment.   What  efforts  will  be  made  to  avoid 
duplication  and  give  the  OAS,  in  particular,  a  concrete  role  in 
following  up  on  initiatives? 

ANSWER  #5; 

We  will  work  within  existing  frameworks  for  inter-Americeui 
cooperation  like  the  OAS  Special  Committee  on  Trade.   We  believe 
that  the  Committee  has  a  useful  role  to  perform,  for  example,  in 
crafting  a  compendium  of  all  trade  agreements  in  the  Hemisphere 
and  analyzing  their  various  levels  of  obligations.   We  will  also 
work  with  other  hemispheric  institutions  like  the  Inter-American 
Development  Bank  and  the  U.N.  Economic  Commission  on  Latin 
America  and  the  Caribbean. 
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It's  a  pleasure  to  be  today  with  one  of  the  most  dynamic  sectors 
of  our  economy,  indeed,  of  the  global  economy.   For  many  years,  I 
thought  of  air  cargo  as  a  by-product  of  the  more  visible  and 
"glamorous"  passenger  operations.   But  even  to  a  non-expert,  it  has 
become  obvious  that  the  growth  of  "just-in-time"  operations,  the 
explosion  of  information  technology,  and  the  globalization  of 
production  and  distribution  are  all  boosting  demand  for  fast,  and 
flexible,  delivery  systems. 

Within  the  remarkable  growth  of  air  cargo  markets  around  the 
world,  Latin  America  and  the  Caribbean  are  playing  a  key  role.   I'd 
like  to  tell  you  today  what  I  see  happening  in  the  region  and  the 
prospects  for  political  and  economic  relationships  between  the  United 
States  and  the  rest  of  the  Americas. 

From  Consensus  to  Partnership 

Indeed,  this  is  a  defining  moment  in  United  States  relations  not 
only  in  the  Americas,  but  with  the  world.   Emerging  out  of  the  old 
divisions  of  the  Cold  War  and  the  old  confrontations  between  North  anc 
South  is  a  broad  new  consensus  in  favor  of  democratic  government  and 
market  economies. 

o    In  Asia,  the  dramatic  economic  successes  of  the  Tigers  are 
evolving  into  open  political  systems.   By  developing  their 
economies  and  especially  by  investing  in  human  resources,  mainly 
through  education,  these  countries  set  up  the  conditions  wherein 
citizens  demanded  a  stake  in  the  political  process  and  full 
accountability  from  their  governments. 

o    In  East  Europe,  nations  which  have  thrown  off  the  old  yoke  of 
authoritarian  government  and  state-directed  economies  are 
struggling,  some  with  difficulties,  to  build  open  societies  and 
open  economies. 


86 


o    In  South  Africa,  we  have  just  witnessed  the  birth,  after  strenuous 
effort,  of  a  society  which  aims  to  offer  equal  political  and 
economic  opportunities  to  all. 

In  Latin  America,  meanwhile,  democracy's  progress  and  the  move  to 
market  economics  have  been  dramatic,  although  the  speed  and  surprise 
of  events  in  places  like  East  Europe  or  South  Africa  have  captured  the 
headlines. 

o   Overwhelmingly,  the  Americas  are  now  governed  by  elected  leaders. 
There  is  a  strong  sense  throughout  the  hemisphere  that  elections 
must  be  fair  and  credible;  that  governments  must  have  full 
legitimacy  at  home  and  internationally  to  be  credible  and 
effective. 

o   Governments  in  this  hemisphere  are  increasingly  committed  to 

market  economics.   Most  are  well  along  in  implementing  monetary 
and  fiscal  discipline,  reforming  taxes,  privatizing  state 
enterprises,  opening  to  international  trade,  and  freeing  internal 
markets . 

o   The  benefits  of  these  reforms  are  increasingly  visible.   Latin 

America  is  experiencing  its  third  year  of  solid  growth,  inflation 
is  receding  and  is  at  single-digit  levels  in  countries  which  not 
so  long  ago  struggled  with  three-digit  rates,  and  capital  inflows 
are  triple  the  levels  of  the  1980's. 

o   Most  important  is  the  synergy  among  these  reforms.   Democratic 
reforms  are  a  powerful  impetus  to  greater  social  equity,  and  to 
more  effective  and  responsive  government.   These  in  turn  build  the 
broad-based  citizen  support  and  political  stability  which  reassure 
investors  and  maximize  the  flows  of  capital,  technology  and 
trade.   That  adds  up  to  greater  growth.   Completing  the  cycle, 
broad-based  growth  sustains  citizen  support  for  the  changes  which 
are  underway. 

The  Economic  Stakes 

These  transformations  are  important  to  all  the  nations  of  the 
hemisphere.   Along  with  our  neighbors,  the  United  States  has  an 
economic  and  political  stake  in  the  prosperity  and  stability  of  the 
region.   And  it  is  this  enduring  U.S.  interest  which  underlies  our 
policies  supporting  democratic  and  market  reforms. 

The  Americas  are  a  big  market,  and  a  growing  one. 

o    In  the  next  five  years  —  by  the  turn  of  the  century  —  our 

hemisphere's  population  will  approach  820  million.   Gross  product 
is  expected  to  exceed  $12  trillion. 
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o   As  early  as  1995  this  hemisphere  will  probably  account  for  close 
to  $200  billion  in  U.S.  exports  —  that's  considerably  more  than 
what  we  sell  to  all  of  Europe  (West  and  East)  plus  Russia  --  and 
more  than  to  East  and  South  Asia  combined.   Already  today, 
thirty-seven  per  cent  of  U.S.  exports  go  to  Western  Hemisphere 
nations,  with  a  quarter  of  those  to  non-NAFTA  markets.   We  sell  as 
much  to  Brazil  as  to  China;  more  to  Venezuela  than  to  Russia;  more 
to  Ecuador  than  to  Hungary  and  Poland  combined. 

o   Looking  just  at  Latin  America,  our  exports  are  growing  at  three 
times  the  global  rate.   If  current  trends  continue,  by  the  end  of 
the  century  U.S.  exports  to  Latin  America  will  exceed  those  to  the 
European  Union.   This  trade  reflects  tremendous  new  opportunities 
for  American  business  and  has  generated  hundreds  of  thousands  of 
new  jobs  for  American  workers.   Well  over  one  million  U.S.  jobs 
are  directly  supported  by  exports  to  Latin  America  and  the 
Caribbean.   As  trade  barriers  in  the  region  continue  to  fall,  more 
American  jobs  will  be  created. 

o   An  important  trend  worth  careful  attention,  is  regional 

integration.   Early  next  year,  the  five  countries  of  the  Andean 
Pact  are  expected  to  become  a  single  market,  with  free  internal 
trade  and  a  common  external  tariff  no  greater  than  20  per  cent. 
At  that  point,  they  will  become  one  of  our  top  12  markets, 
accounting  for  more  than  $10  billion  in  U.S.  exports.   Using  Chin; 
again  as  a  point  of  comparison,  we  sell  more  to  the  Pact's  95 
million  people  than  to  China's  1.2  billion.   And,  while  the  Andeai 
Pact  buys  more  than  a  third  of  its  total  imports  from  us,  China 
buys  less  than  a  tenth. 

o   Further  south,  the  Southern  Cone  Common  Market  (MERCOSUR)  has  jus- 
taken   an  enormous  step  forward.   Brazil,  Argentina,  Paraguay  and 
Uruguay  have  agreed  to  establish  a  common  external  tariff  ranging 
from  zero  to  23%  for  almost  all  (85%)  of  MERCOSUR'S  product 
imports;  to  eliminate  all  non-tariff  barriers  affecting 
intra-regional  trade,  and  to  discipline  export  promotion  policies 
such  as  subsidies  and  multiple  exchange  rates.   When  complete, 
MERCOSUR  will  represent  about  50%  of  South  America's  GDP.   We 
exported  over  $10  billion  to  MERCOSUR  countries  in  1993,  an  11% 
increase  over  1992  trade. 

o   These  trends,  which  reflect  increasing  growth,  trade  and 

investment,  new  enterprise,  and  liberalized  trade  regulations  in 
Latin  American  countries,  obviously  have  direct  implications  tor 
the  international  air  cargo  industry.   I  am  impressed  by  the 
numbers : 

o   Members  of  Airports  Council  International  report  particularly 
strong  growth  in  the  Latin  American/Caribbean  region  last  yeai , 
where  cargo  traffic  grew  by  nearly  16%,  to  2.3  million  tor.s. 
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o   According  to  the  U.S.  Department  o£  Transportation,  Latin  American 
countries  accounted  for  ten  out  of  our  top  twenty-five  scheduled 
air  freight  markets,  and  four  out  of  our  top  five  charter  markets. 

o   Analysts  expect  the  volume  of  air  cargo  shipped  between  the 

Americas  to  continue  growing  at  nearly  10\  a  year  through  the  rest 
of  this  decade.   I  was  particularly  impressed  by  Boeing's  forecast 
that  the  highest  air  freight  market  growth  will  occur  on  Latin 
American  and  Asian  routes,  and  that  these  markets  could  account 
for  60%  of  the  world's  air  freight  market  by  the  year  2013. 

o    Indeed,  with  industries  all  over  the  world  switching  to 

" just-in-time"  inventory  management,  and  with  Latin  America's 
import  barriers  falling,  and  its  economies  reviving  and  continuing 
to  open,  people  in  Latin  America  now  have  access  to  products  they 
never  had  before  —  and  they  can  afford  more  of  them. 

By  any  standard,  therefore,  Latin  America  is  becoming  an 
increasingly  important  force  in  the  world  economy.   The  agenda  of 
reforms  is  creating  extraordinary  new  opportunities  for  entrepreneurs 
and  for  the  citizens  of  the  entire  hemisphere.   With  population 
approaching  half  a  billion,  a  growing  and  sophisticated 
entrepreneurial  class  oriented  towards  international  markets  and 
relatively  high  standards  of  living  by  developing  country  standards, 
Latin  America  is  capturing  the  imagination  of  investors  seeking  new 
"tigers"  —  or  should  we  say  "jaguars?" 

New  and  Common  Challenges 

The  story,  obviously,  is  not  over.   There  are  a  great  many 
challenges  ahead.   Let  me  touch  on  some  of  those  associated  with  what 
has  been  called  the  "second  generation"  of  reforms. 

First-generation  reforms  aim  at  taking  government  out  of  the 
things  that  it  doesn't  do  well  and  probably  shouldn't  do  at  all,  and 
empowering  markets  to  be  the  main  decision-makers  for  the  economy. 
Second-generation  reforms  aim  at  giving  government  the  capacity  to  do 
well  what  only  governments  can  do  and  what  markets  cannot  do  or  do 
only  imperfectly.   The  idea  here  is  to  make  growth  inclusive,  to  give 
a  stake  to  all  elements  of  society  in  the  market-based  democracies  no\ 
being  built. 

In  a  broad  sense,  the  nations  of  the  Americas  all  face  daunting 
new  challenges: 

o   We  are  all  seized  with  the  need  to  restructure  our  economies  so 
that  we  can  compete  effectively  in  a  world  economy  which 
technology  is  constantly  remaking. 
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o   We  are  all  looking  for  ways  to  revive  our  domestic  communities  so 
that  growth  and  job  opportunities  reach  all  parts  of  our  societies. 

o   We  all  need  to  re-examine  and  reform  our  social  systems  so  that 

health,  education  and  essential  social  services  are  delivered 

efficiently,  at  reasonable  cost,  free  of  abuses  and  responsive  to 
the  needs  of  all  our  people. 

o   We  are  all  faced  with  the  challenge  of  making  sure  that  the 
incentives  are  there  to  protect  our  countries'  resources  for 
sustainable,  environmentally  sound  use. 

o   We  all  face  the  need  to  constantly  re-invent  and  strengthen  our 
political  institutions  so  as  to  make  democratic  government  more 
effective  and  more  responsive  to  citizens'  needs,  and  to  sustain 
citizen  support. 

Effective  Government  and  Effective  Democracy 

I'd  like  to  discuss  some  of  these  issues  in  more  detail  —  first, 
about  deepening  democracy.   Democracy  is,  of  course,  about  more  than 
elections.   The  everyday  functioning  of  government,  its  efficiency  and 
honesty,  is  critical  to  making  democracy  a  reality  in  the  lives  of 
ordinary  citizens.   Corruption  is  a  particularly  pernicious  threat. 

Popular  insistence  on  government  accountability  is  mounting 
throughout  the  hemisphere.   In  country  after  country,  people  insist 
that  the  politicians  they  elect  and  the  bureaucrats  whose  salaries 
they  pay  be  more  responsive  and  more  efficient.   Decentralization  is 
another  potential  trend.   Efforts  to  give  local  institutions  greater 
authority  in  allocating  funds  and  administering  programs  are  a 
dramatic  and  healthy  departure  from  the  past  -  and  they  are  spreading. 

The  Clinton  Administration  is  re-inventing  government  at  home  and, 
recognizing  the  same  trends  elsewhere,  we  support  complementary 
efforts  by  other  governments  and  international  institutions  to  make 
public  administration  more  effective,  efficient  and  relevant.   The 
Organization  of  American  States  has  formally  recognized  the  need  to 
improve  legal,  regulatory  and  administrative  structures  so  as  to 
prevent  corruption  and  improve  government  performance.   The 
Inter-American  Development  Bank,  at  its  recent  replenishment  meeting 
in  Guadalajara,  adopted  "modernization  of  the  state"  as  one  of  its 
guiding  principles. 

Open  Markets.  Growth  and  Poverty 

An  equal  challenge  before  us  is  how  to  make  open  markets  work  so 
as  to  bring  growth  to  all  parts  of  society.   We  have  all  heard  talk  of 
"reform  fatigue"  in  the  hemisphere. 
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But,  in  President  Clinton's  words,  we  must  "compete,  not 
retreat."   Indeed,  we  simply  cannot  afford  to  retreat  from  the  reforms 
which  are  under  way.   History  shows  that  a  critical  mass  of  reforms 
and  restructuring  must  be  sustained  for  the  process  to  succeed,  and  to 
yield  greater  growth  throughout  society.   Countries  which  went  only 
half-way  in  the  reform  process  have  ended  up  with  disastrous  results, 
paying  the  high  costs  of  transition  while  achieving  very  few  of  the 
expected  gains.   Expectations  in  Latin  America  have  been  raised  by  the 
initiation  of  the  reform  process.   If  these  are  not  met,  then  a 
despairing  populace  will  turn  to  other  political  and  economic  models 
—  such  as  populist  economics  or  authoritarianism  —  which  cannot 
produce  the  broad-based  and  self-sustaining  growth,  or  the 
participatory  politics,  which  citizens  increasingly  demand. 

The  issue  then  is  to  show  that  markets  work.   For  Latin  America, 
showing  that  markets  work  to  help  all  elements  of  society  is 
particularly  important  because  of  the  pervasiveness  of  poverty.   By 
various  estimates,  between  one-third  and  one-half  of  Latin  America's 
people  live  in  poverty.   Regrettably,  income  ineguality  is  greater  in 
Latin  America  than  in  any  other  region  of  the  world.   Moreover,  the 
disparities  between  wealth  and  poverty  are  increasingly  apparent  — 
and  politically  volatile  —  with  increasing  urbanization  and  improved 
communication.   If  free  markets  and  democracy  don't  deliver,  the 
ideological  victory  could  be  lost. 

The  challenge  before  reformist  governments  is  thus  to  convey  to 
their  electorates  tangible  evidence  that  their  programs  will  benefit 
all  parts  of  society,  and  that  the  lives  of  ordinary  citizens  will 
improve  in  the  foreseeable  future.   Without  this  elementary  perceptior 
of  fairness,  neither  democracy  nor  free  markets  can  survive.   As 
Milton  Friedman  has  said,  "history  suggests  that  capitalism  is  a 
necessary  condition  for  political  freedom."   Then  he  adds,  "Clearly, 
it  is  not  a  sufficient  condition." 

Fortunately,  there  is  a  growing  awareness  that  economic  reform 
must  include  more  than  deregulation,  trade  liberalization  and 
privatization.   We've  seen  innovative  programs  in  Mexico,  in  Bolivia, 
in  Peru,  for  example,  which  offer  a  helping  hand  to  those  at  the 
margins  of  the  economy  and  those  disadvantaged  in  the  short  run  by 
reforms . 

The  recent,  historic  capital  replenishment  of  the  Inter-American 
Development  Bank  —  which  increased  the  IDE's  capital  from  $60  to  $10 
billion  and  added  almost  another  billion  to  its  Fund  for  Special 
Operations  --  also  marked  agreement  on  reorienting  the  Bank's  lending 
to  investment  in  health  and  education,  to  protection  of  the 
environment  and  to  harnessing  the  energy  of  the  private  sector. 
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There  is  also  increasing  hard-headedness  about  the  operation  of 
social  programs.   Facing  severe  budget  restraints,  many  countries  are 
beginning  to  refocus  their  spending  away  from  programs  that  benefit 
elites  or  all  groups  in  society,  and  instead  focus  on  those  in  urgent 
need.   Governments  which  seek  to  be  fiscally  responsible  and  which 
accept  the  fact  that  they  cannot  "do  it  all,"  have  begun  to  identify 
priorities  and  make  tough  decisions. 

In  that  context,  it  is  clear  that  there  is  great  benefit  to 
society  as  a  whole,  as  well  as  to  individuals,  in  investments  in  basic 
education  and  primary  health  care.   That  is  one  of  the  clearest 
lessons  that  we  all  can  learn  from  the  so-called  "East  Asian  miracle;" 
these  countries  were  able  to  combine  long-lasting  high  growth  with 
decreased  income  inequality  by  emphasizing  investments  in  human 
capital.   They  have  shown  that  policies  of  shared  growth  can  also  be 
policies  of  high  growth.   And  it  goes  without  saying  that  educated, 
healthy  people  can  more  actively  and  effectively  participate  in 
democratic  society. 

New  Priorities  at  the  Summit  of  the  Americas 

These  new  priorities  —  consolidating  today's  democratic  and 
market  reforms,  and  moving  forward  toward  growth  shared  throughout 
society  —  are  reflected  in  the  themes  which  we  anticipate  will  occupy 
the  leaders  of  this  hemisphere  when  they  gather  for  the  Summit  of  the 
Americas,  to  be  held  this  December  in  Miami. 

The  Summit  will  present  an  unparalleled  opportunity  to  transform 
the  broad,  although  f ar-f rom-perfect,  consensus  within  the  hemisphere 
into  a  new  partnership  for  action  to  address  our  common  problems  and 
approach  our  common  goals.   Thirty-four  democratic  leaders  from  the 
hemisphere  will  be  able  to  converse  about  the  whole  range  of 
challenges  our  societies  face.   And  they  face  common  challenges: 
making  democracy  work;  making  democracy  prosperous;  and  helping 
democracy  endure. 

We  envision  that  the  Summit  will  produce  a  declaration  of 
principles  to  guide  relationships  among  our  nations  and  the  policies 
they  will  pursue,  and  an  action  plan  of  specific  initiatives.   We  have 
found  support  and  enthusiasm  for  a  Summit  built  around  the  themes  of 
democracy  and  effective  government,  economic  integration,  and 
sustainable  development. 

We  are  engaged  with  our  partners  in  the  Summit  process  in 
intensive  consultations  to  develop  a  coherent  and  practical  agenda. 
We  also  look  forward  to  receiving  input  on  the  Summit  from  private 
sector  and  non-governmental  groups. 

Our  diplomatic  contacts,  bolstered  by  headlines  and  stories  in  the 
hemisphere's  media,  underscore  the  commonality  of  interests  in  this 
hemisphere.   Let  me  give  you  a  sense  of  the  details. 
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To  sustain  progress  in  both  political  and  economic  reform 
governments  need  to  become  more  effective  and  responsive  and  thereby 
increase  trust  in  public  institutions.   Government  reform  is  at  the 
top  of  the  political  agenda  throughout  the  region,  as  leaders  move  to 
identify  themselves  with  cleaner,  more  effective  public  administration. 

The  region's  political  leaders  also  understand  that  greater 
economic  integration  will  promote  the  dynamic  growth  that  comes  from 
expanding  markets.   The  Summit  setting  lets  them  take  a  long  view  on 
measures  to  reduce  trade  barriers  and  foster  economic  integration, 
including  greater  financial  and  infrastructure  linkages  (especially  in 
telecommunications,  transportation  and  energy),  as  well  as 
forward-looking  investment  agreements  and  financial  market  reform. 

Sustainable  development  encompasses  the  goals  of  improving  the 
well-being  of  the  people  of  the  Americas  and  of  recognizing  the  value 
of  protecting  environmental  resources  for  future  generations. 
Measures  to  expand  access  and  improve  the  quality  of  schools  and 
health  services,  to  stabilize  population  growth,  to  prevent  pollution, 
to  preserve  the  region's  biodiversity  and  to  more  wisely  manage  our 
natural  resources  will  strengthen  the  region's  democratic  institutions 

Trade  Expansion  in  the  Hemisphere 

The  expansion  of  trade  in  the  hemisphere  will  clearly  be  a  major 
focus  of  the  Summit.   The  interest  in  the  region  in  this  issue  is 
intense. 

First,  let  me  note  that,  under  President  Clinton's  leadership,  the 
U.S.  experienced  in  1993  the  most  important  year  in  this  nation's 
trade  history.   Highlights  include  passage  of  NAFTA,  the  Asia  Pacific 
Summit,  and  conclusion  (after  seven  years  of  gridlock)  of  the  Uruguay 
Round,  which  will  create  hundreds  of  thousands  of  U.S.  jobs  and 
increase  global  growth. 

But  we  look  at  these  achievements  as  the  beginning,  not  the  end  of 
the  road.   The  President  sees  the  transition  occurring  in  this 
hemisphere  as  an  historic  opportunity,  and  sees  trade  cooperation  as  a 
means  of  supporting  this  transition. 

The  President  has  made  clear  his  personal  commitment  to  the  goal 
of  closer  trade  ties  in  the  hemisphere.   Last  November,  immediately 
after  the  passage  of  the  NAFTA,  he  noted  that  he  sees  NAFTA  as  "just 
the  first  step  in  our  effort  to  expand  trade."   He  stated  his  desire 
"to  reach  out  to  the  other  market-oriented  democracies  of  Latin 
America,  to  ask  them  to  join  in  this  great  American  pact  that  I 
believe  offers  so  much  hope  to  our  future." 

The  Administration  is  developing  a  strategy  for  achieving  this 
goal,  taking  into  account  the  essentiality  of  implementing  the  Uruguay 
Round  on  January  1,  1995. 
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During  the  visit  of  Chilean  President  Frei  to  Washington  in  June, 
President  Clinton  reaffirmed  his  firm  commitment  to  negotiate  a  free 
trade  agreement  next  with  Chile.   The  two  presidents  asked  U.S.  Trade 
Representative  Kantor  and  Chilean  Minister  of  Finance  Aninat  to 
provide  them  a  joint  recommendation  on  the  best  avenue  for  a  Free 
Trade  Agreement  —  whether  bilateral  or  NAFTA  accession. 

In  May,  Vice  President  Gore  announced  the  Interim  Trade  Program 
for  the  Caribbean  Basin  to  respond  to  the  concerns  about  the  impact  of 
NAFTA  on  CBI  countries.   The  program  would  provide  treatment 
substantially  equivalent  to  NAFTA  for  textile  and  apparel  products. 
In  return,  beneficiaries  would  be  asked  to  join  the  World  Trade 
Organization,  improve  treatment  of  investment  and  intellectual 
property  rights,  and  provide  commitments  on  labor  and  the  environment 
—  all  measures  which  would  enhance  the  CBI  nations'  ability  to 
attract  investment  and  to  compete  on  the  world  market. 

Incidentally,  the  use  of  the  word  "interim"  is  deliberate,  because 
we  want  to  convey  the  idea  that  this  new  program  is  a  transition  to 
some  later  date  when  we  have  worked  out  fully  reciprocal  trade 
arrangements  with  interested  CBI  countries. 

Of  course,  arriving  at  some  form  of  trade  integration  among  the 
countries  of  Latin  America  and  the  Caribbean  will  take  time.   We  fully 
acknowledge  the  accomplishments  of  many  countries  in  the  hemisphere  in 
adopting  market-oriented  policies  and  liberalizing  their  trade 
regimes.   However,  countries  need  to  continue  to  move  forward.   They 
need  to  understand  better  the  NAFTA' s  high  standards,  to  be  prepared 
to  accept  reciprocal  market  access  requirements,  and  to  continue  to 
reform  their  economies  so  as  to  stimulate  the  private  sector  to  ready 
itself  for  the  benefits  and  obligations  of  trade  expansion.   We  also 
believe  it  is  in  our  mutual  interest  to  work  on  improving  the 
environment  and  raising  labor  standards. 

I  want  to  emphasize  that,  from  the  perspective  of  the 
Administration,  trade  expansion  involves  much  more  than  the  simple 
exchange  of  goods  and  services.   We  see  it  in  a  broader  context,  as 
providing  the  basis  for  stronger  linkages  among  our  societies  as  a 
whole. 

ConclvsJQn 

The  sweeping  reforms  of  the  past  several  years  have  led  to  an 
extraordinary  convergence  of  interests  among  the  nations  of  the 
Americas,  from  Canada  in  the  north  to  Chile  in  the  south,  and  from  our 
own  westernmost  points  to  Barbados  and  Brazil  in  the  east.   Renewed 
and  deeper  commitments  to  democracy  and  market  economics  means  that 
these  core  values  are  now  shared  throughout  the  hemisphere  and  form 
the  basis  for  developing  a  true  community  of  nations  —  one  committed 
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to  democracy  and  human  rights,  bound  together  by  open  markets  and 
rising  standards  of  living,  and  dedicated  to  the  peaceful  resolution 
of  disputes. 

Such  a  community  implies  a  new  kind  of  relationship  between  the 
United  States  and  its  neighbors,  one  which  is  more  mature  and  modern, 
based  on  mutual  respect  and  cooperation  to  achieve  common  objectives. 
Let  me  finish  with  a  quote  from  a  Colombian,  Cesar  Gaviria,  who  has 
just  handed  the  presidency  of  his  country  to  his  successor  and  who 
tomorrow  will  take  office  as  Secretary  General  of  the  Organization  of 
American  States:   "we  will  see  born  a  new  hemisphere  that  calls  for 
solidarity  and  cooperation  to  develop  economic  and  trade  relations 
based  on  parity  and  dignity." 
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Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  on  the  subject  of  the  Summit 
of  the  Americas  specifically  with  respect  to  innovative  financing  and  what  have  come  to  be 
known  as  debt  for  nature  swaps. 

A  bit  of  historical  review  is  in  order.    A  lot  has  taken  place  since  the  concept  was 
proposed  in  October  1984,  and  since  the  first  swap,  patterned  after  debt  for  equity  swaps  in 
the  world  of  commerce,  was  executed  in  Bolivia  in  1987  by  Conservation  International. 
Many  Western  Hemisphere  nations  have  benefitted  from  this  form  of  financing  among  iKem  - 
Brazil,  Bolivia,  Ecuador,  Panama,  Costa  Rica,  Guatemala,  Dominican  Republic,  Jamaica  and 
Mexico.    That  in  itself  can  be  considered  a  form  of  endorsement.   The  Smithsonian  itself 
recently  concluded  a  debt  swap  for  nature  and  related  conservation  biology  in  Jamaica. 

Viewed  at  first  with  suspicion,  I  believe  countries  have  now  recognized  the  difference 
between  a  project  with  shortcomings  as  contrasted  to  the  financing  mechanism  itself.   There 
have  been  no  sovereignty  problems  simply  because  such  projects  never  work  unless  all 
parties  have  an  interest.    Further,  sovereignty  has  never  been  invoked  with  respect  to  debt 
for  equity  swaps.    Indeed  once  there  is  a  south-south  debt  swap  it  will  be  obvious  that  the 
sovereignty  objection  is  specious. 

Swaps  are  not  inflationary  because  they  relieve  a  modest  amount  of  hard  currency 
debt  obligation  and  actually  generate  economic  activity  in  country.    Indeed  over  and  above 
the  hundreds  of  millions  of  dollars  of  conservation  activity  underwritten,  they  have  provided 
long  term  funding  and  hence  institutional  stability  in  a  number  of  instances.    1  cannot 
overemphasize  the  importance  of  such  stability  and  from  this  perspective  actual  endowments 
are  highly  desirable.    Also  while  often  superficially  interpreted  as  swaps  of  debt  for  land,  the 
swap  mechanism  is  such  that  whatever  the  project  --  literally  anything  that  can  be  funded 
with  money  can  be  financed  in  this  manner  —  always  involves  transfer  of  resources  to  and 
project  execution  by  an  in-country  partner. 

I  have  been  fascinated  by  the  variety  of  financial  structures  taken  by  debt  swap 
projects  including  the  use  of  intergovernmental  debt  under  the  Enterprise  for  the  Americas 
Initiative.    From  an  environmental  point  of  view  that  was  an  important  innovation 
particularly  as  various  nations  improved  their  position  with  commercial  banks  and  the 
secondary  market  for  their  debt  became  less  dramatically  discounted.    While  it  might  be 
lamented  that  countries  with  better  managed  economies  are  thereby  less  eligible  for  assistance 
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through  this  mechanism,  it  is  more  important  to  consider  it  from  the  perspective  of  the  even 
more  critical  need  for  help  with  environment  projects  in  countries  economically  unable  to 
undertake  them. 

The  Summit  of  the  Americas  provides  an  important  focal  moment  to  advance 
environmental  protection  and  management  in  the  hemisphere.    An  important  project  is  being 
developed  in  capacity  building  ("Partnership  for  Nature"  linked  to  the  Western  Hemisphere 
Convention  on  Nature  and  Nature  Protection)  and  related  biological  survey  and  other  relevant 
scientific  undertakings  ("Decade  of  Discovery").    It  is  highly  appropriate  on  the  6(X)th 
anniversary  of  the  birth  of  Prince  Henry  the  Navigator,  that  the  New  World  --  the  greatest 
consequence  of  his  age  of  exploration   -  will  now  be  the  focus  of  a  new  era  of  exploration  of 
its  biological  resources.    This  really  should  be  viewed  as  an  investment  in  sustainable 
development  which  clearly  requires  a  strong  biologically  based  component  (biotechnology, 
bioindustry,  bioremediation ,  genetic  engineering).    Obviously  in  an  era  of  tight  budgets 
financial  resources  to  underwrite  such  investment  will  be  hard  to  come  by  which  makes  debt 
swap  a  particularly  attractive  alternative. 


i  Nature^^ 
i     Qonservancy 
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statement  of  Luis  Macas,  President 
Confederation  of  Indigenous  Nationalities  of  Ecuador  (CONAIE) 

to  the  U.S.  Congress 
October  5,  1994 

Throughout  the  Anericas,  Indigenous  peoples  lack  participation  and  democratic 
voice  in  our  own  development,  although  our  traditional  homelands,  natural 
resources  and  environments  are  frequently  negatively  impacted  by  development 
efforts  of  private  and  state-sponsored  projects.  Without  real  participation 
in  the  development  initiatives  that  effect  our  lives,  increased  environmental 
and  cultural  destruction  threatens  the  survival  of  Indigenous  peoples  across 
the  hemisphere.  The  case  of  Ecuador  illustrates  the  urgent  need  for 
Indigenous  participation  in  both  democracy  and  sustainable  development. 

In  the  Ecuadorian  Amazon,  oil  exploitation  by  private  and  state-sponsored 
petroleum  entities  has  devastated  the  environment  and  threatens  the  human 
rights  of  Indigenous  peoples.  Indigenous  peoples  have  worked  to  create 
conditions  so  that  we  and  other  effected  populations  can  participate  in  the 
development  of  our  lands.  However,  private  and  state  initiatives,  as  well  as 
development  aid  and  multi-lateral  loans  which  support  these  activities,  have 
frequently  closed  off  opportunities  for  meaningful  indigenous  participation. 
Participation  must  go  beyond  merely  mentioning  Indigenous  peoples  in  project 
proposals.  Lack  of  inclusion  has  created  many  problems,  such  as  threats  to 
the  health  and  safety  of  the  people  who  live  in  the  Amazon  region,  a  severely 
polluted  environment,  and  even  loss  of  lives. 

In  addition,  much  of  the  hemisphere's  biological  diversity  is  in  lands 
occupied  by  Indigenous  peoples.  This  biodiversity  is  currently  under  threat 
by  oil  and  mineral  development,  logging,  cattle  ranching,  and  other 
unsustainable  efforts.  If  sustainable  development  is  a  central  theme  of  the 
Summit  of  the  Americas,  and  biodiversity  is  a  central  point  of  concern,  the 
Indigenous  participation  and  control  of  these  resources  must  be  front  and 
center  in  the  agenda. 

In  Ecuador,  Indigenous  peoples  represent  more  than  4  0  percent  of  the  entire 
population.  However,  there  is  only  one  indigenous  representative  out  of  77 
m  the  National  Congress.  This  clearly  illustrates  the  under-representation 
of  Indigenous  peoples  in  the  democracy  of  our  country.  Indigenous  peoples 
have  organized  from  the  community,  regional,  and  national  levels  in  their 
effort  to  promote  democracy.  We  are  committed  to  a  process  based  on  mutual 
respect,  dialogue,  and  consensus.  If  one  of  the  central  themes  of  the  Summit 
of  the  Americas  is  democracy,  we  urge  the  nation  states  to  recognize  the 
democratic  efforts  sand  organizations  of  Indigenous  peoples  throughout  the 
Americas. 


****** 

CONAIE  represents  the  indigenous  people  of  Ecuador's  Coast,   Andes,   and  Amazon 
Av .    De   Los  Granados   2553   y  de   6  de  Diciembre,    Quito, 
Ecuador    tel . (5932) 248-930 
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TESTIMONfY  OF  KATHLEEN  ROGERS 
WILDLIFE  COUNSEL,  NATIONAL  AUDUBON  SOCIETY 

BEFORE  THE  SUBCOMMITTEE  ON  ECONOMIC  POLICY,  TRADE  AND 
ENVIRONMENT  AND  THE  SUBCOMMITTEE  ON  THE  WESTERN 

HEMISPHERE 


THE  SUMMIT  OF  THE  AMERICAS  HEARINGS  PART  U; 
•ENVIRONMEXTAL  AND  INDIGENOUS.  RIGHTS  ISSUES" 

Introduction 

Chairman  Torricelli,  Chairman  Gejdenson  and  Members  of  the 
Subcommittees:    I  appreciate  the  opportunity  to  submit  this  testimony  at  what 
may  be  a  crossroads  in  the  history  of  United  States  relations  with  the  nations 
of  the  Western  Hemisphere.   In  December  1993,  Vice  President  Gore  made  a 
speech  in  Mexico  City  regarding  trade  integration  in  the  Western  Hemisphere 
and  aiinouiicing  a  proposed  Summit  of  the  democratically-elected  leaders  of 
the  Americas.   This  speech,  following  closely  on  the  heels  of  Congressional 
approval  of  the  North  American  Free  Trade  Agreement,  assured  that  trade 
issues  would  dominate  the  preparation  for  the  hemispheric  Summit  of  the 
Americas  and  indicated  that  NAFTA  would  serve  as  a  "starting  poiiit  for 
dealing  with  the  common  challenges  of  the  Americas." 

As  the  testimony  of  the  panelists  from  Part  I  of  these  hearings  revealed, 
Latin  America  and  the  Caribbean  presents  one  of  the  last  great  frontiers  for 
market  expansion.    While  increased  trade  in  the  Western  Hemisphere  is 
inev  itable,  parallel  consideration  of   environmental  and  human  issues  is 
essential.    Examples  of  the  profound  impact  of  trade  on  the  qualit\  of  human 
life  and  ot  the  environment  abound  throughout  the  Americas,  from  urban 
areas  with  polluted  air  and  undrinkable  water,  to  overlogged  forests  and 
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overfished  oceans,  to  mercury  poisoned  streams  from  unrestricted  mirung. 
The  Western  Hemisphere  contains  over  fifty  percent  of  the  v^^orld's  flora  and 
fauna.  We  must  work  together  as  a  Hemisphere  not  simply  to  expand 
markets  but  to  improve  the  quality  of  life  for  all  citizens  and  to  preserve  and 
protect  the  species  and  ecosystems  that  make  our  Hemisphere  unique. 

Although  the  issue  of  trade  has  emerged  as  a  prominent  topic  on  the 
Administration's  agenda  for  the  Summit,  and  economic  integration  remains 
of  central  importance  to  other  countries  in  the  Hemisphere,  the  Clinton 
Administration's  plans  for  new  trade  agreements  are  now  on  hold,  pending  a 
new  grant  of  fast  track  negotiating  authority  from  Congress.  Fast  track 
authority  is  needed  to  begin  negotiations  with  these  countries,  however,  it  is 
important  to  send  these  countries  the  message,  at  the  Summit  and  beyond, 
that  future  trade  agreements  will  address  environmental  issues,  will  be 
subject  to  environmental  assessment,  and  will  promote  transparency  and 
public  participation. 

We  have  asked  President  Clinton  to  renew  his  commitment  to  linking 
environmental  protection  and  the  expansion  of  markets  in  the  Western 
Hemisphere  at  the  Summit  by  making  a  policy  statement  regarding  trade 
expansion  in  the  Hemisphere  and  the  need  for  environmental  safeguards  in 
all  future  trade  agreements.   Such  a  statement  will  demonstrate  that  the  U.S. 
is  committed  to  building  en  the  environmental  and  public  participation 
principles  included  in  NAFTA. 

Recognizing  the  inevitability  of  increased  trade  in  the  Western 
Hemisphere  and  the  corresponding  need  to  address  environmental  and 
human  issues,  many  non-governmental  organizations  ("NGOs")  lobbied  the 
Clinton  Administration  to  include  irutiatives  other  than  those  related  simply 
to  commercial  and  economic  relations  in  the  agenda  for  the  Summit.  The 
NGO  community  submitted  a  number  of  proposals  to  the  Administration 
related  to  biodiversity  and  conservation,  principles  of  public  participation, 
indigenous  peoples  rights,  financing  for  environmental  initiatives,  and  trade 
and  environmental  issues,  including  a  proposal  to  raise  environmental 
standards  throughout  the  Hemisphere. 

In  addition  to  our  specific  proposals  for  inclusion  in  the  Summit 
agenda,  NGOs  asked  Vice  President  Gore  to  include  members  of  the  NGO 
commumty  on  the  negotiating  teams  for  the  Summit  agenda  and  to  hold 
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regular  briefings  on  the  progress  of  the  negotiations.   The  Administration 
responded  favorably  to  both  requests,  and  has  held  regular  and  open  meetings 
to  discuss  their  priorities  and  to  listen  to  our  proposals.   In  addition,  the 
negotiating  teams  have  included  both  business  and  NGO  representatives  on 
their  trips  to  Latin  America  and  the  Caribbean.   In  response,  both  Argentina 
and  a  number  of  Caribbean  nations  included  NGO  representatives  in  their 
negotiating  teams.    Establishing  a  precedent  for  NGO  participation  in 
Summit  negotiations  and  during  the  Summit^  itself  may  become  one  of  its 
most  significant  achievements. 

Building  on  the  momentum  created  by  this  access  to  the  Summit 
planning  process,  the  NGO  community  believes  that  the  Summit  presents  a 
unique  opportunity  for  all  thirty-four  governments  to  adopt  a  set  of  guiding 
principles  for  promoting  effective  public  participation  in  government,  and 
that  adoption  of  such  principles  represents  both  a  pragmatic  and  ethical 
approach  to  democratic  governance.   The  issue  of  public  participation  in 
government  decision  making  is  perhaps  the  most  important  which  will  be 
addressed  at  the  Summit,  and  one  which  should  be  addressed  under  all  three 
agenda  topics—sustainable  development,  economics,  and  democratic 
governance. 

The  NGOs  and  the  public  generally  will  have  a  significant  role  to  play 
in  helping  to  ensure  that  the  initiatives  to  be  undertaken  at  the  Summit  will 
be  successful.   In  a  recent  speech,  Richard  Feinberg  of  the  National  Security 
Council,  one  of  the  chief  negotiators  for  the  Summit,  stressed  the  importance 
of  including  NGOs  and  the  private  sector  in  preparations  for  the  Summit  and 
enlisting  their  aid  in  carrying  out  its  recommendations.    He  noted  that  "[i]n 
the  promotion  of  democracy,  in  encouraging  trade  and  investment  flows,  in 
educational  reform  and  the  design  of  environmental  projects,  partnerships 
between  governments  and  civil  society  can  be  essential  elements  of  change 
and  part  of  the  standard  machinery  of  hemispheric  governance." 

In  addition  to  initiatives  that  will  support  increased  public 
participation,  the  proposed  U.S.  agenda  includes  a  proposal  for  the  leaders  of 
the  Western  Hemisphere  to  renew  their  commitments  to  existing  treaties, 
such  as  RAMSAR,  the  World  Heritage  Convention,  CITIES,  and  the 


^    More  than  sf  \  entv  groups  from  this  hemisphere   proffered  a  declaration  to  all  thirty-four 
heads  of  state  regarding  participation  in  the  Summit.    A  copy  of  the  letter  is  attached. 
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Biodiversity  Convention,  but  in  particular  the  1940  Western  Hemisphere 
Convention.    The  Administration  is  proposing,  along  with  other  Western 
Hemisphere  countries  and  NGO  advocates,  that  the  Western  Hemisphere 
Convention  serve  as  a  regional  mechanism  for  implementing  some  of  these 
treaties,  including  the  Biodiversity  Convention.    An  announcement  at  the 
Summit  that  the  leaders  are  committed  to  full  implementation  of  the 
Western  Hemisphere  Convention  and  other  existing  environmental  treaties 
would  mark  the  beginning  of  a  coordinated  regional  effort  to  preserve  the 
Hemisphere's  biodiversity,  migratory  species,  forests,  wetlands,  and  protected 
areas. 

The  U.S.  has  also  proposed  an  initiative  to  raise  environmental 
standards  in  the  Hemisphere  and  to  support  the  enforcement  of  these 
standards  once  adopted.    The  Administration's  proposed  Environmental 
Regulatory  Frameworks  initiative  will  encourage  development  and 
enforcement  of  laws  to  promote  conservation  of  species  and  ecosystems, 
pollution  prevention,  and  promotion  of  public  health  throughout  the 
Hemisphere.    To  be  effective,  however,  this  initiative  must  involve 
participation  by  citizens,  communities  and  NGOs,  and  must  include 
mechanisms  for  ensuring  citizen  access  to  environmental  information. 

Below  is  a  discussion  of  these  and  other  proposals  and  issues  that 
should  be  addressed  on  the  Summit  agenda. 

1.  Biodiversity  and  Con.servation 

The  U.S.  has  proposed  a  number  of  biodiversity  initiatives  for  the 
Summit,  including  a  network  and  data  collection  project,  a  coral  reef 
initiative,  and  freshwater  fisheries  program.    The  Administration,  along  with 
other  countries  and  NGOs,  has  also  proposed  an  initiative  to  promote 
hemispheric-wide  implementation  of  the  Western  Hemisphere  Convention. 
We  consider  this  initiative  of  utmost  importance. 

The  Western  Hemisphere  Convention  was  born  in  the  midst  of  World 
War  II,  and  is  widely  regarded  as  having  been  ahead  of  its  time  in  the  strength 
and  breadth  of  its  commitments  to  protecting  plants,  animals,  and  their 
habitat.   It  is  signed  by  twenty-two  countries  in  this  hemisphere.  It  was  one  of 
the  first  treaties  to  attempt  to  protect  wildlife  by  protecting  habitat  rather  than 
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merely  the  animals  themselves,  to  provide  for  regulation  of  trade  in 
endangered  species,  and  to  recognize  non-commercial  justifications  for 
protecting  migratory  birds.   For  various  reasons,  however,  the  Western 
Hemisphere  Convention  was  largely  overlooked  until  recently  as  a  tool  for 
managing  conservation  and  biodiversity  issues,  and  the  oft-competing  values 
of  sustainable  development. 

Recently,  however,  the  Organization  of  American  States  ("OAS"), 
which  is  the  depository  of  the  Convention,  NGOs  in  the  United  States  and 
Latin  America  and  the  Caribbean,  and  the  Uruted  States  and  other 
governments  in  this  hemisphere  are  revisiting  the  Convention.    This  interest 
is  driven,  in  part,  by  the  signing  of  NAFTA  and  the  anticipation  that  broad 
NAFTA  accession  may  result  in  a  hemispheric  free  trade  zone  which  would 
have  the  collateral  impact  of  escalating  natural  resource  exploitation.   Under 
these  circumstances,  a  parallel  hemispheric  approach  to  conservation  and 
biodiversity  is  appropriate  and  compelling.   In  addition,  the  signing  of  the 
Biodiversity  Convention  has  spawned  discussions  regarding  potential 
regional  mechanisms  for  implementing  its  terms. 

We  believe  that  the  Western  Hemisphere  Convention  could  serve 
these  functions  well,  and  should  be  revitalized  for  the  following   reasons. 
First,  the  Western  Hemisphere  Convention  has  been  signed  by  twenty-two 
countries,   remains  in  legal  force  and  offers  a  unique,  practical,  and  politically 
realistic  opportunity  to  advance  the  cause  of  conservation  in  the  Western 
Hemisphere.  Second,  the  language  of  the  treaty  is  clear  and  broad, 
cooperative  rather  than  regulatory  or  coercive.   Third,  the  potential  impact  of 
an  expanded  NAFTA  requires  a  similar  regional  mechanism  to  address 
conservation. 

The  Convention  requires  Parties  to  act  in  four  main  areas:  1)  to 
establish  and  maintain  national  systems  of  protected  areas;  2)  to  protect  flora 
and  fauna,  both  within  and  outside  protected  areas,  including  trade 
protections;  3)  to  develop  internahonal  conservation  cooperahve  programs 
and  activities,  particularly  through  the  exchange  of  scientific  and  other 
information;  and  4)  to  protect  migratory  birds.   Because  Parties  are  not 
required  to  submit  reports  on  steps  they  have  taken  to  implement  the 
Convention,  it  is  very  difficult  to  determine  the  extent  of  compliance  and 
noncompliance  with  the  Convention's  provisions.  Nonetheless,  the 
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Convention  has  quietly  served  as  the  basis  for  a  number  of  important 
conservation  activities  in  many  Western  Hemisphere  countries.  In  the 
United  States,  for  example,  the  Endangered  Species  Act  of  1973  explicitly  lists 
the  Convention  among  the  international  agreements  it  implements. 
Subsequent  amendments  to  the  Act  designated  the  Secretary  of  the  Interior  as 
the  U.S.  representative  for  the  Convention  and  instructed  him  to  develop 
cooperative  programs  with  other  Parties.   Through  this  authority  the  U.S. 
Fish  &  Wildlife  Service  has  created  a  small  but  important  "Western 
Hemisphere  program"  for  training  wildlife  management  personnel  in  other 
countries  and  disseminating  information.^ 

The  Convention  has  also  provided  the  "authority"  in  some  signatory 
countries  for  the  creation  of  national  parks  and  protected  areas. ^    Overall,  a 
majority  of  signatories  have  provided  for  the  protection  of  natural  areas  in 
line  with  the  Convention,  although  they  have  frequently  not  followed 
precisely  the  area  categories  delineated  in  Art.  n.^ 

A  strengthened  Convention  is  a  tool  to  achieving  the  conservation  of 
flora  and  fauna  and  their  habitats  throughout  the  Americas.   Actions 
necessary  for  revitalization  include: 

•  creation  of  a  permanent  international  structure  to  implement 
the  Convention; 

•  development  of  bi-  and  multi-lateral  programs  to  fully 
implement  the  Convention; 

•  strengthened  and  expanded  efforts  by  the  U.S.  Government 
(primarily  through  the  Departments  of  the  Interior,  AID,  and 
State)  to  implement  the  Convention; 


^See    U.S.  Fish  and  Wildlife  Service,  Office  of  International  Affairs,  Western  Hemisphere 

Program  for  FY89  and  FY90  (1992);  U.S.  Fish  and  Wildlife  Service,  U.S.  Fish  and  Wildlife 

Sen'ice  Cooperative  Programs  with  Mexico  2992-93  (1994?);  U.S.  Fish  and  Wildlife  Service, 

Fauna  and  Floral  Conservation  in  Latin  America  &  the  Caribbean,  A  Report  to  Congress  on 

Implementation  of  the  Western  Hemisphere  Convention  (Sept.  1985). 

^   At  least  fiftv  percent  of  Chile's  national  parks,  for  example,  were  created  under  the 

authorit\'  of  the  Western  Hemisphere  Convention. 

^Str   Protectetl  Areas  of  the  World:  A  Review  of  National  Systems,  World  Conserx'ation  Union 

at  4  (1992). 
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•  support  of  and  full  participation  in  implementation  of  the 
Convention  by  NGOs  in  the  U.S.  and  in  Latin  America  and  the 
Caribbean; 

•  development  of  innovative  partnerships  between  NGOs  and 
governments  for  implementation  of  the  Convention; 

•  identification  and  development  of  long  term  funding  for 
Western  Hemisphere  Convention  implementation;  and 

•  promotion  of  regional  implementation  of  the  Biodiversity 
Convention  using  the  Western  Hemisphere  Convention. 

The  Inter-American  Development  Bank,  through  its  President  Enrique 
Iglesias,  has  offered  to  fund  a  technical  assistance  grant  for  the  creation  of  a 
committee  or  interim  office  for  the  Western  Hemisphere  Convention  for 
three  years  until  the  Parties  to  the  Convention  can  meet  and  decide  hov^  the 
office  will  be  structured.  The  IDB  has  also  agreed  to  create  an  account, 
nominally  called  the  "Emergency  Parks  and  Wildlife  Fund,"  that  would  be 
funded  by  country,  foundations,  and  corporate  donors. 

2.         Linking  market  expansion  and  environmental  protection. 

Many  countries  in  the  Western  Hemisphere  hoping  to  join  the 
NAFTA  agreement  or  to  negotiate  similar  trade  agreements  with  the  U.S. 
expect  to  hear  that  trade  expansion  will  be  tied  to  a  set  of  environmental  and 
public  participation  principles.   Countries  hoping  to  enter  into  trade 
agreements  with  the  U.S.  are  attempting  to  get  their  environmental  houses 
in  order  prior  to  beginning  negotiations  with  the  U.S.   For  example,  Chile  has 
already  been  promised  a  trade  agreement  with  the  U.S.,  although  whether 
that  will  take  the  form  of  NAFTA  accession  or  a  bilateral  agreement  has  not 
yet  been  determined.   Last  January,  in  preparation  for  talks  with  the  U.S., 
Chile  passed  its  first  framework  environmental  law,  and  is  now  working  to 
promulgate  regulations  to  carry  out  that  law.   In  addition,  Trinidad  and 
Tobago,  another  nation  hoping  to  initiate  trade  talks  with  the  U.S.,  has 
recently  drafted  a  set  of  environmental  laws. 
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We  applaud  this  trend,  and  believe  that  the  U.S.  should  do  all  it  can  to 
encourage  other  Western  Hemisphere  nations  to  develop  and  enforce  strong 
environmental  laws  prior  to  further  attempts  at  market  integration  in  the 
Hemisphere.   We  strongly  support  the  irutiative  of  the  United  States 
government  to  begin  a  cooperative  effort  to  raise  environmental  standards 
throughout  the  Hemisphere  at  the  Summit  of  the  Americas.    Differences  in 
environmental  standards  and  in  their  enforcement  contribute  to  the  overall 
degradation  of  the  global  environment.    The  Administration's  proposed 
Environmental  Regulatory  Frameworks  initiative  will  encourage 
development  and  enforcement  of  laws  to  promote  conservation  of  species 
and  ecosystems,  pollution  prevention,  and  promotion  of  public  health 
throughout  the  Hemisphere. 

The  Regulatory  Frameworks  initiative  will  work  on  a  sector  by  sector 
basis  to  develop  appropriate  standards  for  substances  which  pose  significant 
threats  to  the  environment  and  to  human  health.    The  sectors  under 
consideration  for  the  first  stages  of  the  initiative  are  pesticides,  leaded 
gasoline,  clean  air,  and  clean  water.   The  initiative  also  includes  projects 
intended  to  help  countries  build  strong  environmental  enforcement  agencies. 

The  initiative  to  address  pesticide  standards  in  the  Americas  will  work 
to  enhance  technical  cooperation,  information  exchange,  and  technology 
transfer  between  countries  in  order  to  minimize  the  environmental  and 
public  health  risks  posed  by  pesticide  use.  Significantly,  the  initiative  calls  for 
public  participation  in  the  development  and  enforcement  of  pesticide  laws 
and  regulations.   Such  participation  by  interested  members  of  the  public  will 
be  vital  to  developing  appropriate  standards  and  to  ensuring  that  they  are 
adequately  enforced.   In  addition,  we  hope  that  this  initiative  will  involve  a 
planned  phase  out  of  some  of  the  most  dangerous  pesticides  still  in  use  in  the 
Americas,  such  as  DDT,  and  a  consideration  by  all  Western  Hemisphere 
countries  of  an  initiative  to  ban  exports  of  domestically  prohibited  pesticides. 
NGO  and  citizen  participation  will  be  vital  to  the  success  of  this  initiative,  by 
facilitating  information  exchange  and   aiding  in  the  development  of  sound 
laws  and  policies  regarding  pesticide  use.   Funding  for  this  initiative  could 
come  from  such  sources  as  the  Inter-American  Development  Bank,  which 
has  already  shown  an  interest  in  funding  a  pesticide  project. 
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The  leaded  gasoline  initiative  aims  to  phase  out  the  use  of  lead  in 
gasoline  throughout  the  Western  Hemisphere  by  a  set  date.   This  project  will 
require  transfer  of  refinery  and  automotive  technologies,  funding  to 
implement  those  technologies,  and  information  exchange  on  regulatory 
frameworks,  non-automotive  uses  of  leaded  gasoline  in  the  Hemisphere,  and 
technological  advances  such  as  alternative  fuels.   NGOs  and  the  public  should 
participate  in  the  development  of  regulations,  and  in  the  gathering  and 
distribution  of  information.   The  most  significant  cost  associated  with  this 
initiative  will  be  for  renovating  oil  refineries  to  manufacture  unleaded 
gasoline,  an  average  of  $500  million  per  refinery.   Loans  to  pay  for  renovation 
could  be  serviced  by  a  tax  on  leaded  gasoline,  or  on  gasoline  in  general. 

Other  projects  under  consideration  by  the  Administration  for  inclusion 
in  this  initiative  include  increased  investment  in  environmentally 
sustainable  water  projects  and  an  initiative  to  reverse  the  severe  air  pollution 
problems  in  several  urban  centers  in  South  America.   The  latter  project 
would  build  on  a  successful  project  already  underway  in  Mexico  City, 
involving  technology  transfer,  capacity  building  efforts,  and  regulatory 
reform,  by  extending  the  program  to  include  other  cities  in  South  America 
with  sigiiificant  air  quality  problems.   The  IDB  is  already  considering  funding 
a  similar  project  for  Quito,  Equador. 

The  project  to  improve  water  management  practices  would  involve  a 
government/NGO  partnership,  the  InterAmerican  Dialogue  on  Water 
Management,  as  a  consultant  on  a  project  designed  to  increase  investment  in 
environmentally  sustainable  water  use  and  waste  water  sanitation 
throughout  the  Americas.   The  project  would  promote  the  transfer  and  use  of 
appropriate  technologies  and  the  overall  conservation  of  water  resources 
through  capacity  building  at  all  levels  of  government,  small  enterprise 
development,  and  emergency  response  planning. 

Each  of  these  projects  will  require  adequate  funding  sources,  including 
commitments  from  industry  and  multilateral  development  banks,  and  will 
require  sufficient  attention  to  follow  up  activities  and  information  exchange. 
In  addition,  we  believe  that  these  initiatives  must  be  accompanied  by  a  strong 
statement  of  principles  relahng  to  the  development,  implementation,  and 
enforcement  of  environmental  standards  by  the  heads  of  state  gathered  for 
the  Summit.    A  proposed  statement  of  principles  is  attached. 
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3.         Promoting  Public  Participation. 

In  recent  years,  a  consensus  has  been  building  among  some 
governments  and  non-government  entities  at  both  international  and 
regional  levels  on  the  importance  of  public  participation  in  the  development 
and  implementation  of  institutional  systems  for  governance.    Agreements 
ranging  from  Agenda  21  to  the  North  American  Agreement  on 
Environmental  Cooperation  have  recognized  and  promoted  public 
participation  as  fundamental  to  effective  systems  of  democratic  governance. 

Nonetheless,  many  governments  and  some  of  the  multilateral 
institutions  that  serve  them  continue  to  fear  the  participation  of  civil  society. 
Brazil,  in  an  embarrassing  example,  excluded  an  NGO  member  of  an  official 
U.S.  delegation  from  discussions  regarding  the  agenda  for  the  Summit.  In  yet 
another  example,  on  September  16,  1994  the  United  States'  proposal  to 
include  nongovernmental  representatives  at  a  meeting  of  the  Environmental 
Committee  of  the  World  Trade  Organization  was  unanimously  rejected  by  all 
other  participating  nations.    In  perhaps  the  most  disturbing  example,  certain 
members  of  the  Organization  of  American  States  summarily  rejected  a 
proposal  by  the  Canadian  Ambassador  to  the  OAS  to  study  the  possible 
granting  of  "observer  status"  to  NGOs  at  the  OAS.    This  is  particularly 
problematic  in  light  of  U.S.  efforts  to  advocate  that  OAS  take  a  leadership  role 
in  advancing  both  human  rights  and  environmental  protection  in  the 
hemisphere.    In  fact,  the  Administration  has  stated  that  many  of  its  initiatives 
will  be  "mandated"  to  the  OAS,  and  that  "the  Summit  will  enhance  the 
authority"  of  the  OAS.5 

The  NGO  community  believes  that  the  Summit  presents  a  unique 
opportunity  for  all  thirty-four  governments  to  revisit  the  issue  of  public 
participation  and  to  adopt  a  set  of  guiding  principles  for  promoting  effective 
public  participation  in  government.   We  believe  that  adoption  of  such 
principles  represents  both  a  pragmatic  and  ethical  approach  to  democratic 
governance,  and  that  the  respect  of  citizens  for  the  law  largely  derive.s  from 
trust  that  the  lawmaking  process  allows  for  consideration  of  their  views. 


-Remarks  by  Richard  Feinberg,  National  Security  Council,  before  the  Inter-American  Dialogue, 
September  20,  1994 
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Public  participation,  therefore,  is  necessary  both  to  the  development  of  sound 
laws  and  policies  and  to  the  effective  enforcement  of  the  same.   Public 
participation  in  the  process  enables  lawmakers  to  gather  complete 
information  on  issues  and  to  set  priorities. 

Although  the  environmental  community  has  been  one  of  the  most 
vocal  advocates  in  support  of  the  incorporation  of  effective  mechanisms  for 
public  participation,  the  need  for  these  mechanisms  is  not  limited  to 
maintaining  the  integrity  of  environmental  protection.    All  governmental 
regulation  and  management  systems  require  the  inclusion  of  public 
participation  mechanisms  to  assure  the  integrity  and  effectiveness  of  the 
democratic  process.   For  this  reason,  the  NGO  commuruty  submitted  a  public 
participation  proposal  that  extends  beyond  participation  in  goverronental 
regulation  which  promotes  environmental  protection. 

The  following  constitute  the  basic  principles  for  realizing  effective 
public  participation: 

Access  to  Information 

The  public  should  have  the  right  of  access  to  information  in  the 
possession  of  the  government,  as  well  as  ii\formation  within  the 
possession  of  entities,  that  may  affect  the  health,  welfare,  or  safety  of 
the  public.   Practical  implementation  of  these  rights  necessitates 
parallel  mechanisms  for  generating  information  relating  to  the  public 
and  its  health,  welfare,  and  safety,  such  as  monitoring  and  reporting 
requirements  as  well  as  government  support  for  research  and 
education  efforts. 

Transparency  and  Public  Participation  in  the  Development  of  Laws- 
Regulations,  and  Policies 

The  public  should  have  the  right  to  have  prior  notice  of  proposed  laws, 
regulations,  and  policies,  as  well  as  the  right  to  comment  and  be  heard 
concerning  the  proposed  rules. 

Private  Access  to  Remedies 

The  public  (and  especially  persons  with  a  recognized  interest  in  any 
issue)  should  have  the  right  of  access  to  the  judiciary  and  effective 
remedies  should  be  available  to  assure  protection  of  individual  rights. 
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Fair.  Open  and  Equitable  Processes:   Administrative.  Ouasi-Tudicial  and 
Tudicial  Proceedings 

Administrative,  quasi-judicial,  and  judicial  processes  should  be  fair, 
open  to  the  public,  and  allow  all  participants  the  right  to  confront  their 
accusers. 

Fair  and  Open  Election  Processes 

All  governments  should  provide  for,  and  implement,  fair  and  open 
election  procedures  for  officials  subject  to  public  selection. 

Participation  of  Indigenous  Peoples 

Special  efforts  need  to  be  made  to  incorporate  the  views  and 
participation  of  indigenous  peoples  in  decisions  which  affect  their 
communities,  cultures,  health,  welfare  and  lands.^ 

The  U.S.  and  other  governments  have  been  working  with  the  Inter- 
American  Development  Bank  to  create  a  "Civil  Society  Fund"  of 
approximately  $100  million  which  will  be  available  as  "soft  loans"  to 
governments  and  NGOs  and  is  intended  to  promote  public  participation 
through  capacity  building  projects  for  democratic  institutions.   Newly 
democratic  governments  are  experimenting  with  creating  constituencies. 
The  challenge,  however,  is  for  governments  to  support  institutions  that  may 
not  support  a  particular  agenda. 

4.         Financing 

In  proposing  these  initiatives  for  the  Summit,  and  particularly  in  light 
of  the  lack  of  fast  track  legislation,  the  Administration  is  acutely  aware  that 
financing  these  initiatives  is  of  paramount  concern.   The  carrot,  free  trade  and 
increased  investment  in  the  Western  Hemisphere,  which  would  have 
provided  the  incentive  for  acceptance  of  a  broad  range  of  initiatives,  has  been 
temporarily  withdrawn.    Where  will  sustainable  development  funding  come 
from? 


^The  participation  of  indigenous  people  in  multi-lateral  investment  bank  financing  projects  is  of 
paramount  concern.  Sfiil  Editorial,  Bi-Monthiy  Publication  of  the  International  Working  Group 
on  Indigenous  Affairs.  April  1994. 
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Governments  must  not  repeat  the  mistakes  made  at  the  1992  Earth 
Summit,  where  the  issue  of  funding  ambitious  sustainable  development 
initiatives  was  largely  ignored.   A  draft  report  of  the  United  Nations 
Development  Program/Inter-American  Development  Bank  on  the  Summit 
of  the  Americas  warns  that  "[pjroposals  put  forth  at  the  Summit  must  reflect 
this  experience  and  be  firmly  grounded  in  the  political  reality  of  what  is  and 
what  is  not  financially  feasible.  "^   Increasingly,  the  U.S.  and  other  countries 
will  rely  on  multilateral  institutions,  such  as  the  Global  Environmental 
Facility  ("GEF"),  and  on  multilateral  development  banks  ("MDBs"),  such  as 
the  Inter-American  Development  Bank  ("IDB"),  to  finance  important  projects 
in  Latin  America  and  the  Caribbean,  whether  those  projects  be  for  democracy, 
biodiversity,  child  survival,  or  education. 

a.   financing  through  debt  reduction 

A  funding  source  for  biodiversity  protection  which  has  proven  highly 
successful  in  the  past  is  the  capitalization  of  in-country  local  currency 
environmental  funds  using  the  proceeds  of  bilateral  debt  relief.   Since  1991, 
the  U.S.  government  has  negotiated  debt  reduction  agreements  in  seven 
Latin  American  countries  (Argentina,  Bolivia,  Chile,  Columbia,  El  Salvador, 
Jamaica  and  Uruguay).  Each  debt  agreement  has  been  followed  by  a 
voluntary  environmental  framework  agreement  negotiated  to  meet  the 
criteria  set  out  in  U.S.  law,  which  allows  interest  payments  on  the  remaining 
debt  obligations  to  be  paid  into  local  environmental  trust  funds.   Total 
environmental /child  survival  funding  generated  for  these  seven  countries  is 
expected  to  exceed  $150  million. 

In  many  of  these  countries,  notably  Bolivia,  Columbia  and  Jamaica,  the 
long-term  availability  of  bilateral  debt  reduction  resources  has  had  several 
dramatic  impacts.    In  Bolivia,  twenty-nine  projects  have  been  funded, 
including  watershed  management,  reforestation,  sustainable  agriculture,  and 
protected  areas  management.   Other  projects  in  the  region  include 
environmental  education,  park  guard  training,  initiatives  linking  women's 
health  and  the  environment,  and  integrated  agricultural  production 


'Our  Common  Aj;enda  for  the  Summit  of  the  Americas,  Latin  American  and  Caribbean 
Commission  on  Development  and  Environment,  Inter-American  Development  Bank/United 
Nations  Development  Proj^ramme  (to  be  published). 
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activities.  These  projects  are  making  a  significant  difference  in  the  quality  of 
life  for  local  people  in  Latin  America  and  the  Caribbean.  In  addition,  other 
international  donors,  including  Canada  and  Switzerland,  have  been  spurred 
by  the  U.S.  lead  to  make  important  additional  contributions  to  national 
environmental  funds.   These  funds  are  being  increasingly  viewed  by  major 
donors,  including  the  GEF,  as  an  important  mechanism  for  channeling  funds 
to  local  NGOs,  especially  for  biodiversity  projects. 

Debt  relief  coupled  with  funding  for  conservation  helps  achieve  the 
Clinton  Administration's  commitment  to  democratization,  sustainable 
development  and  environmental  protection.    It  also  has  strong  support 
among  Latin  American  and  the  Caribbean  leaders  and  international  and  local 
environmental  NGOs.   Debt  relief  could  be  keyed  to  the  country's  sustainable 
development  plans  formulated  in  response  to  the  Earth  Summit.    This  would 
serve  to  solidify  existing  support  in  the  hemisphere  for  programs  that  link 
debt  reduction  and  natural  resource  conservation,  and  would  recognize 
advances  made  at  the  Earth  Summit  towards  linking  economic  development, 
democratization  and  environmental  conservation.     Thus,  the  United  States 
should  consider  the  announcement  of  a  new  debt  relief  initiative  for  Latin 
America  and  the  Caribbean  at  the  Summit—a  debt  plan  that  includes  funding 
for  national  environmental  funds. 

b.  other  financing  options 

i.  multilateral  lending  institutions 
The  major  multilateral  lending  institutions  operating  in  Latin 
America  and  the  Caribbean  are  the  World  Bank  and  the  Inter-American 
Development  Bank.   The  World  Bank  lent  a  record  $2.4  billion  for  25 
environmental  protection  projects  in  FY  1994,  including  projects  for  energy 
conservation  and  sanitation.    The  World  Bank  rarely  finances  biodiversity 
and  conservation  projects.    The  Inter-American  Development  Bank  ("IDB"), 
which  was  created  to  accelerate  economic  and  social  development  in  Latin 
America  and  the  Caribbean,  is  now  the  principal  source  of  external  public 
financing  for  most  of  these  countries.   The  IDB  financed  more  than  $1.17 
billion  for  similar  environmental  projects,  again  almost  none  of  the  money 
was  lent  for  biodiversity  and  conservation. 
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MDBs  are  an  important  source  of  funding  for  infrastructure  in  the 
developing  countries  of  the  Western  Hemisphere  and  are  a  potential  source 
of  funding  for  many  of  the  Administration's  susteiinable  development 
initiatives.    However,  these  institutions  have  financed  many 
environmentally  destructive  projects  in  the  past  and  have  a  poor  record  of 
public  involvement  in  the  projects  they  finance;  this  history  makes  MDB 
financing  an  imperfect  solution  to  the  environmental  funding  needs  of  the 
hemisphere. 

Despite  some  positive  changes,  the  MDBs  lending  portfolio  currently 
includes  projects  such  as  logging  in  rainforests,  building  highv^^ays  in  or  near 
protected  areas,  rerouting  rivers,  and  building  dams  in  environmentally 
sensitive  areas.   More  often  than  not,  these  projects  violate  the  Bank's  own 
environmental  standards.    A  recent  report  by  the  Environmental  Defense 
Fund  and  the  Natural  Resources  Defense  Council  concluded  that  only  3  of  46 
energy  portfolio  loans  since  late  1992  complied  with  bank  policies  promoting 
energy  conservation.*     MDBs  must  insure  against  funding  environmentally 
flawed  projects  by  following  their  own  environmental  standards.  There  is  a 
need  for  a  systematic  method  of  assessing  the  relative  merits  of  different 
projects  and  their  impact  on  the  environment.   This  is  a  particularly  timely 
issue  because  the  U.S.  intends  to  rely  on  the  MDBs  for  financing  of  Summit 
initiatives. 

Historically,  NGOs  were  unable  to  mear\ingfully  participate  in  the 
MDB  lending  process  until  projects  were  already  approved.   Lending  agencies 
are  currently  issuing  new  procedures  and  directives  encouraging  earlier 
participation.   Under  these  new  guideline,   NGOs  can  now  play  an  important 
role  in  the  decision  making  process— at  least  theoretically.    However,  the  new 
procedures  eind  directives  are  mere  guidelines  and  problems  of  access  to 
information  continue.    For  instance,  the  guidelines  fail  to  resolve  the 
perennial  problem  of  a  borrowing  government's  imposing  constraints  on  the 
disclosure  of  information  to  NGOs.^     While  NGO  participation  in  projects 


*  Power  Failure,  Natural  Resource  Defense  Council  &  the  Environmental  Defense  Fund,  March 

1994,  p.l. 

^"Environmental  Reform  of  the  Multilateral  Development  Banks,"  Report  to  the  Charles  Mott 

Foundarion,  David  Wirth,  1992. 

"Restructuring  the  Global  Environmental  Facility,"  CK'erseas  Development  Council,  1993; 

"Participation  By  Non-Governmental  Organizations  in  the  Global  Environmental  Facility," 
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funded  by  MDBs  is  increasing,  it  remains  limited,  primarily  because  of  the 
structure  of  the  MDBs. 

ii.  grant  making  institutions 

Most  Latin  American  and  Caribbean  countries  are  unwilling  to  borrow 
money  to  implement  their  biodiversity  and  conservation  goals  because,  with 
a  few  exceptions,  conservation  projects  are  not  big  money  makers.   The 
alternative  is  seeking  grants  for  these  projects.   The  principle  grant  making 
institution  for  grants  in  Latin  America  and  the  Caribbean  is  the  Global 
Environmental  Facility  ("GEF"). 

Launched  in  1991,  the  GEF  is  an  international  mechanism  designed  to 
assist  developing  countries  in  funding  projects  with  global  environmental 
benefits.  The  GEF  Participants,  comprised  of  over  90  countries,  recently 
restructured  the  Facility  to  make  it  a  permanent  mechanism  for  funding 
global  environmental  protection  efforts.    The  restructured  GEF  focuses  on 
four  areas:  climate  change,  biological  diversity,  international  waters 
pollution,  and  ozone  layer  depletion.   Forty-two  percent  of  the  current 
projects  relate  to  biodiversity.  The  $1.3  billion  GEF  Trust  Fund  is 
administered  by  the  World  Bank,  and  implemented  by  LTsf  Development 
Program,  and  the  UN  Environment  Program.    By  the  Summer  of  1994,  fifty- 
three  projects  totaling  $327  million  had  been  approved  by  the  implementing 
agencies.   Most  large-scale  investment  projects  are  implemented  by  the  World 
Bank.  10 

Some  NGOs  have  criticized  the  three  implementing  agencies  for  the 
lack  of  publicly  available,  complete,  and  timely  documentation  on  GEF 
projects.   This  inaccessibility  makes  it  difficult  for  NGOs  to  involve 
themselves  in  a  project  cycle.   In  response,  the  GEF's  implementing  agencies 
are  amending  its  policies  on  project  preparation,  public  disclosure  and  the 
involvement  of  NGOs  and  affected  communities.    The  UNDP  and  the  IDB 


GEF/PA.  92/2  November  30,  1993;  "A  Profile  of  the  Pilot  Phase  Biodiversity  Investment 
Portfolio,"  Ken  Newcombe  &  Karen  Richardson  for  the  Environment  Department  of  the  World 
Bank;  "The  Pilot  Phase  and  Beyond,"  GEF  Working  Paper  Series,  Number  I,  May  1992;  World 
Bank  and  the  Environmental  Assessment:  The  Role  of  Nongoverrunental  Organizations," 
Richard  Haeuber,  Sustainable  Biosphere  Initiative,  1992. 

'0  Project  responsibility  break  down  is  as  follows:  UNDP  implements  31  projects,  19  are  World 
Bank  investment  projects,  and  3  are  UNEP  projects.    The  largest  donors  to  the  Fund  are  the  US. 
with  $430  miliit>n,  Japan  with  S410  million,  and  Germany  with  $395  million. 
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issued  new  public  disclosure  procedures  within  the  past  year.   In  addition,  the 
Global  Environment  Facility  must  follow  the  UN's  guidelines  on 
information  access,  and  began  a  new  information  policy  last  fall  which  goes 
further  than  the  policies  of  MDBs  for  working  with  NGOs. 

Under  the  auspices  of  the  GEF,  trust  funds  seem  to  be  an  effective 
mechanism  for  creating  a  cooperative  atmosphere  among  NGOs  and  MDBs. 
The  trust  funds  are  managed  by  a  board  of  directors  that  is  made  up  of 
representatives  from  NGOs  and  government  agencies;  this  group  must  reach 
consensus  before  they  can  give  out  any  money.   In  Bolivia,  FONAMA,  the 
national  trust  fund  funded  under  the  GEF,  has  been  fairly  successful  in 
bringing  NGOs  and  government  agencies  together  to  address  environmental 
problems.   In  addition,  Peru  is  currently  developing  plans  for  a  National 
Environmental  Fund,  in  the  form  of  a  trust  fund.^^ 

Opportunities  to  improve  NGO  participation  in  the  GEF  project  cycle 
are  significant.   To  date,  ab»out  60%  of  the  GEF  projects  in  the  Latin  American 
and  Caribbean  region  are  still  in  preparation  and  have  not  yet  been 
implemented.   According  to  the  GEF,  "approximately  three-quarters  of  GEF 
projects  include  -  or  intend  to  include  NGOs  through  consultation  or 
participation.   In  most  cases,  projects  which  involve  NGOs  do  so  at  early 
stages  in  the  project  cycle." 

Two  serious  criticisms  have  been  leveled  against  the  World  Bank's 
implementation  of  the  GEF.   Some  have  accused  the  Bank  of  using  the  GEF  to 
resurrect  projects  that  had  not  received  sufficient  support  in  the  World 


^ '  In  one  GEF  project,  the  World  Bank  has  been  assisting  countries  in  developing  National 
Environmental  Action  Plans  (NEAPs),  often  working  through  an  NGO.  In  Zambia  and  Malawi, 
the  World  Bank  gave  grants  of  $20-50,000  to  aid  in  further  elaboration  of  NEAPs,  and  to 
identify  priorities  to  be  potentially  funded  by  the  GEF.  The  governments  of  these  countries 
requested  that  the  grants  be  given  to  lUCN,  an  international  conservation  organization.  With 
these  grants,  lUCN  has  been  organizing  participatory  workshops  involving  NGOs  and 
government  agencies,  to  identify  priority  areas.  This  is  one  of  the  few  examples  where  a 
multilateral  lending  institution  has  involved  the  public  in  a  funding  decision  imd  project 
development  at  an  early  stage.   NGOs  in  this  instance  are  involved  at  two  different  levels-- 
lUCN,  as  an  international  organization,  assists  in  implementation,  and  local  and  national 
NGOs  work  on  project  identification.  Uganda's  use  of  a  NEAP  also  provides  an  example  of 
public  participation.   However,  such  processes  have  not  yet  become  institutionalized  in  World 
Bank  prcKesses,  and  many  variables  affect  decisions  in  the  participatory  process.  For  example, 
task  managers  at  the  Bank  are  not  rewarded  for  the  time-intensive  processes  required  to  obtain 
significant  local  NGO  and  public  participation.   While  there  is  room  for  optimism  that  such 
processes  as  those  in  Zambia  and  Malawi  will  proliferate,  such  projects  are  extremely  difficult 
to  get  started. 
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Bank's  regular  review  cycle.   Another  complaint  is  that  the  GEF  has  eased 
pressure  for  envirorunental  improvement  on  the  Bank's  existing  portfolio. 
For  example,  the  Bank  considers  proposals  targeted  at  carbon  dioxide 
emissions  reductions  in  China,  while  at  the  same  time  issuing  loans  for  coal- 
fire  power  plants  in  that  country.  ^2 

Given  the  inconsistent,  and  often  harmful,  lending  and  grant  making 
practices  of  these  multi-lateral  institutions  and  their  failure  to  provide 
meaningful  avenues  for  public  participation,  we  recommend  that  the 
initiatives  developed  for  the  Summit,  which  rely  on  funding  from  these 
institutions,  also  provide  for  independent  assessment  of  the  funding 
institutions'  adherence  to  their  policies.    We  also  recommend  that  the  thirty- 
four  nations  that  will  be  gathered  together  in  Miami  consider  reform  of  these 
institutions  as  an  ongoing  responsibility. 


'2"World  Bank  and  the  Environmental  Assessment:  The  Role  of  Nongovernmental 
Organizations,"  Richard  Haeuber,  Sustainable  Biosphere  Initiative,  1992. 
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lofrertfaistesdmooybasedonmyexpeiienoeacaniiiicaiMioiialbus^^  the 

ejqxm  of  lis  enviroiHTwntal  (echnologies.  equipaient,  and  lenrices  to  Lalin  America  and  the 
Caribbean. 

TTw  Latin  Aroericn  and  Caribbean  regions  currently  povide  many  excellem  business  opportonides 
for  U.S.  en\'in}nnieatal  companks.  One  unpoitant  reason  is  that  many  of  these  countries  are 
patterning  their  f«gulation$  after  U.S.  standards. 

Although  many  govenunent  a^ntnes  and  private  groups  have  begun  to  encourage  and  facilitae  the 
expon  of  envimnisenta]  techndogies.  such  eCfons  are  a  long  way  from  matching  the  number  of 
opportunities  now  available. 

It  would  be  unfair  to  discount  die  money  and  time  some  U.S.  govenment  agencies  have  put  into 
export  programs,  especially  in  Mexico;  however-,  the  maricst  is  substandally  larger  than  Meuco. 
Currently,  the  U.S.  is  being  by-passed  by  Europe  in  the  expon  of  environmental  technologies  asd 
services  to  Latin  America.  The  reasons  are  twofold:  In  some  cases,  equipment  sales  and  lechctical 
assistance  aie  tied  to  attractive  financial  aid  packages.  In  most  cases,  the  European  companies 
aggressiveiy  pur&oe  priviiazion  projects  with  the  baddng  of  large  cc»sortiums  and  with  government 
subsidies.  If  the  US.  waits  too  long  to  act,  many  of  these  expon  o{^K>rtumttcs  may  be  lost 

In  addition  to  the  many  small  trends  in  the  Latin  American  and  Caribbean  maziets  that  are  betof 
ovedooked,  there  are  tvo  crucial  areas  that  must  be  focused  un  in  order  to  strengthen  our  pcsititm: 
privitization  and  local  competitico. 

PRrWTI2ATK)N 

In  the  water  ai> j  waste  water  treatment  business,  pri\'atization  is  an  effective  method  to  comer  the 
nuatet  Once  a  tompany  establishes  its  business  in  a  city,  it  can  contract  services  from  its  Cfwn 
subsidiai-ies,  which  gives  them  a  sizaUe  competiiive  advantage.  English  and  French  companies 
sJready  have  a  lar]ge  lead  over  US  companies  in  this  respect,  however  even  if  the  US  does  not  enter 
this  competitioii,  there  arc  still  opporamities  to  reduce  the  adverse  impact  of  this  trend  I  rec<»unend 
the  following  market  Htfaiegies: 

*  Crccie  a  Latin  American  certificadcn  and  traiaing  prognm  for  w^ater  -iind  wastewaier  operators.  The 
proposal  should  call  for  trie  development  of  a  classification  system  based  on  U.S.  standards,  tm 
modified  to  refjict  the  iwcds  of  each  country.  Tlie  prcgrara  should  be  designed  tu  meet  the  seeds  of 
sophisticated,  large  city  plants  and  basic,  rural  tream^m  facilities  as  well. 
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Such  a  training  progTsni  will  lesult  in  beoer  opemed  waer  and  wMDwaier  treaanem  plants,  improved 
public  health,  and  ioctrtased  cnvinnmemal  quality.  In  addition,  a  better  trained  woit  force  will 
ensure  better  equipment  installation-wfaere  I  believe  U.S.  suppliers  can  have  an  edge. 

*Esubli£h  an  in-country  office  of  the  EoviromnentaJ  Protectioo  Agency  (EPA).  Although  solving 
pollution  problems  is  a  politicai  priohty  for  most  Latin  American  countries,  many  are  at  N-arying  stages 
ot  developing  regulations  and  policies  and  enforcing  item.  As  I  said  before,  because  most  of  these 
regulations  follow  U.S.  standards,  the  opportunity  exists  for  EPA  to  be  more  active,  therefore, 
indirectly  promoting  the  &ak  of  U.S.  equipment  and  technology. 

•  Encourage  mort  bibtteral  and  multilaieral  funding  for  cnvironraental  projects.  Finaacing  is  vital 
when  the  client  has  decided  which  technologies  to  boy.  In  geoeraL  financing  an<^  extended  pacymeni 
tcrnis  trom  U.S.  suppliers  are  not  available.  Not  even  the  Expon  Import  Bank  of  the  U.S.  Ls  as 
acDve  as  it  should  be,  and  red  tape  tends  io  put  off  many  potential  buyers. 

LOCAL  COMPETmON 

Because  most  countries  want  to  develop  their  domestic  capabilities,  U.S.  comp^es  may  face 
oompetitior  from  local  environmental  companies  unless  they  are  more  flexible.  A  report  prepared  iu 
1992  by  RCG/Hagler  BaiUy,  inc.,  for  the  Office  of  Energy  and  Infrastructure  of  the  U.S.  AgeiKy  for 
Iniemational  Development  clearly  ideniiikd  this  trend,  stating  that  a  piefened  apprctch  in  the  region 
IS  to  work  jointly  with  local  companies  through  technology  licensing;  local  msnufuctuhng.  based  on 
fo^ign  design  and  engineenng;  full -partnership  engaieering  and  manofactuhng;  and  local 
subsidiaries. 

Funhcrmore,  the  report  suggested.  "In  the  long-run.  as  mariccis  open,  opportunities  wiii  also  be 
created  to  service  LAtin  American  and  Caribbean  maitcts  without  having  to  target  each  country 
individually.  Some  Latin  Arocrcar  furos  arc  already  beginning  to  target  opponuniaes  ir  other  Latin 
American  countries,  and.  as  nr.p«:jn  rrstnctions  are  lowered,  firraa  wUl  be  able  to  establish 
manufacturing  facilincs  that  can  service  several  counthea.  U.S.  companies  may  also  want  to  consider 
establishing  a  subsidiary  or  jouit  venture  in  one  Latia  American  country,  >iuch  a.s  Argentina  and 
Brazil,  lo  serve  the  entire  region.  Trade  agreemenis  and  common  markets  will  facilitaie  ihLs 
approach." 

Even  though  this  report  was  rlghi  on  target,  few  US  companies  approached  the  maiiet  with  this 
strategy  i.n  mind.  Instead  of  joining  forces  w  ith  their  Latin  American  and  Carnbean  counterparts,  they 
simply  signed  dismbutorships  and  rep  agreements,  as  if  they  were  doing  business  in  the  US  tnaiket. 
It  is  our  urxierstanding  that  the  undcriying  rea.son  for  this  approach  was  the  fsar  'Jiat  intdlectual 
property  rights  would  n(A  be  protected  in  these  coumries  and  indeed  the  US  government  so  fir  has 
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ittd  little  suooes  in  this  diiection. 


In  order  to  oveicaoie  ibeK  isaies  we  tocommead  « less  fonnal  approach  so  as  to  develop  a  comnon, 
Lnieractive  plan  of  actk>n  aracmg  noo-govemmeotal  organizadoos  (NGQs)  and  professonal 
associations.  Many  of  <hese  organizatiais  are  alieady  well  established  througboot  Latin  America,  and 
their  role  should  not  be  underestimated. 

Ooc  such  organizatioc.  the  Asociad6n  Argeotioa  para  la  Preservacido  del  Agua  y  su  Medio  Ambieme 
( AAPAMA),  is  actively  working  with  the  Argentine  government  to  encourage  comprehensive  national 
iaivironment&J  legislation  and  as  a  consequence  to  introduce  new  VS.  [uoducts  and  tt^hnoiogies  to 
die  attendoo  (A  local  companies  and  authorities.  Most  importantly,  they  have  created  a  v^aidtdog 
system  lo  protect  ioletlectual  property  rights  in  Oder  to  eocourage  US  companies  U)  bemoeflodble 
in  their  approach  to  the  madcet  AAPAMA  was  »tahlisfaed  ia  19^  to  advance.  ccHisoiidate,  imn&ott 
and  di^eminate  vieatifk;  and  xctaook^^ical  knowledge  about  the  preservation  of  watar,  its  basic 
<^}aiiaes.  its  effluents,  and  the  physical  laws  that  govern  its  interactitMi  with  the  ^ivironmem  sad  with 
ihe  biological,  economic  and  aesthetic  needs  of  all  the  unhabitants  of  tite  counoy  and  the  world. 
AAPAMA  is  affihaied  with  the  Water  Environment  Fedentim  (WEF).  a  nM-for-profit  edu«eioaal 
and  technical  organization  of  over  40,0(X)  water  quality  prttfessionals.  WEF.  headquartered  in 
Alexandria.  VirgBua,  is  dedicated  to  the  preservation  and  enhancement  c^  the  glc^al  water 
oivironment.  TogRher  the  two  organi  rations  work  toward  {nrmoting  technological  developments  in 
the  water  quality  ficki  and  providmg  its  members  ad  the  puUic  w^  accurate  and  dmeiy  itif<»madon. 

The  benefits  of  involving  U.S.  compaaies  in  the  growth  of  Latin  American  and  Caribbean 
environmental  companies  ae  manifold.  But  only  if  an  overaU  market  plan  is  develcqwd  and  only  if  the 
US  Congress  is  not  divorced  from  die  {mvate  sector  can  US  o^de  grow  in  this  area. 

Thank  you  for  the  opportunity  to  testify. 


Juan  Martin  Lotterai 
Prcsideat 
Ecf>pratcar  Tac 
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U.S.  House  of  Representatives 

Committee  on  Foreign  Affairs 

Subcommittee  on  Western  Hemisphere  Affairs 

hearing  on 

The  Environment,  Indigenous  Peoples,  and  the 
Summit  of  the  Americas 


Suggestions  for  Increasing  Relevance  to  Indigenous  Peoples 
of  the  Clinton  Administration's  Initiatives  for  the  Summit  of  the  Americas 


by 

Donna  Lee  Van  Cott' 

Inter-American  Dialogue 

The  following  suggestions  refer  to  the  14  numbered  mitiatives  of  the  Clinton 
administration  s  first  draft  of  agenda  items,  which  was  used  to  conduct  consultations  with 
gov  enmmcnts  in  the  hemisphere.  That  drafl  was  created  from  dozens  of  initiatives  formulated 
through  a  process  of  intensive  inter-agenc>  consultations,  and  briefings  with  non-govemmcrtal 
organizations    Unfortunately,  the  initiatives  that  had  been  specifically  created  with  indigenous 
peoples  m  nund  were  not  included  among  the  14  initiatives  ultimately  chosen    While  I  agree 
with  the  criteria  used  by  the  Suminit  team  to  select  suitable  initiatives^  it  is  unfortunate  that  none 
of  the  interesting  and  promising  initiatives  for  indigenous  peoples  was  adopted  by  the  team. 

For  that  reason,  1  ain  offcnng  suggcstion.s  for  tailoring  the  current  tentative  set  of 
irjaiives  to  better  address  the  problems  of  indigenous  peoples  in  the  /\inericaji  and  to  involve 
them  in  the  creation  of  a  bnghtcr  future. 


'1  am  solely  responsible  for  this  testimony.  I  am  director  of  the  Inter-Amencan 
Dialogue's  project  on  indigenous  peoples  and  democracy  in  Latin  America  and  a  Ph.D.  candidate 
in  Government  at  Georgetown  L'mvcrsity.  The  xnews  expressed  herem  do  not  necessarily  retlcct 
iho5C  of  the  Inter-Amencan  Dialogue  or  its  members. 

■To  be  selected  for  the  Summit,  initiatives  were  to  be  1 )  presidennal.  2)  doable,  I) 
concrete,  and  4)  there  must  be  sufficient  political  will  to  move  forward  on  the  issue,  accordmg  to 
Cathryn  Thonip,  of  the  National  Security  Council. 
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Initiative  4  -  Making  Civil  Society  Work. 

This  project  should  explicitly  include  mechanisms  for  facilitating  the  participation  of 
indigenous  organizations  and  communities,  as  well  as  citizens  groups  concerned  about  the 
environmental  inipac:  of  development  projects.  As  networking  initiatives  are  explored,  a  special 
networking  system  should  be  initiated  for  indigenous  organizations.  For  example,  the  creation  of 
e-mail  networks  or  on-line  access  to  Native  Net,  Peace  Net,  etc.,  could  be  facilitated.  These 
networks  have  been  indispensable  in  the  expansion  and  fortification  of  an  inter- .American 
network  of  indigenous  organizations.  Non -governmental  organizations  exist-the  Coordinator  of 
Indigenous  Organizations  and  Nationalities  of  the  Continent  (CONIC);  the  Solidarity 
Foundation;  the  Indian  Law  Resource  Center;  the  South  and  Mcso  Amencan  Indian  Information 
Center  (SAIJO-that  could  serve  as  hubs  of  interlocking  wheels  that  could  connect  indigenous 
organizations  with  each  other  and  with  environmental  and  human  rights  oi ganizations.  An 
initiative  in  tiiis  area  could  serve  as  a  model  for  tlie  creation  of  citizens  networks  in  other  issue 
areas. 

Initiative  S  -  Enhancing  the  Capacity  of  the  OAS  to  Strengthen  Democracy  and  Protect 
Human  Rights. 

The  new  Secretary-General  of  the  OAS,  former  Colombian  President  Cesar  Gaviria.  has 
expressed  his  conunimient  to  improving  political  participation  of  indigenous  peoples  since 
comuig  to  Wasliington.  The  Colombian  Constitution  has  some  of  the  more  progressive 
legisiation  m  the  -egion  with  respect  to  demarcation  of  indigenous  lands,  community  autonomy, 
and  political  representation  of  indigenous  peoples.  The  Administration  should  take  advantage  of 
this  opportunity  of  political  will  at  the  top  of  the  OAS  to  encourage  the  orgamzation  to  begin  to 
addies.s  an  issue  it  has  lone  neglected.  Suitable  imtiatives  would: 

1.  Increase  the  political  will  and  technical  capacity  of  the  OAS  to  mediate  disputes  between 
governments  and  indigenous  peoples. 

2.  Acquire  personnel  with  expertise  in  indigenous  issues  for  the  Unit  on  Democracy  and  the 
Commi.ssion  and  Cour:  of  Human  Rights.  In  particular,  the  Democracy  Unit  could  look 
at  problems  of  representation  m  govcrtunent  and  consultative  meclianisms  for  indigenous 
peoples,  blacks,  and  woraens  groups. 

3.  Create  a  forum  at  the  OAS  for  the  discussion  of  indigenous  issues  among  nation-states 
and  indigenous  nationalities,  and  for  the  representation  of  indigenous  peoples  %ie\\points 
on  hemispheric  issues.  Such  a  forum  is  currently  being  established  at  the  United  Nations. 

4  Reconstitute  the  Inter-  American  Indigenous  Institute,  based  in  Mexico,  changing  its 

mandate  from  the  promouon  of  assimilation  of  indigenous  peoples  to  a  technical  facilit>' 
for  the  collection  and  analysis  of  infoimation  on  indigenous  peoples  and  the  resolution  of 
indigenous-state  conflicts-particularly  with  respect  to  land  and  natiwal  resource  disputes. 
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The  governance  of  the  Institute  should  be  changed  to  include  indigenous  leaders  and 
professionals. 

Initiative  9  -  Educational  Reform. 

In  its  initiative  on  educational  reform,  the  Administration  should  urge  governments  in  the 
hemisphere  to  prioritize  the  provision  of  primary  education  for  indigenous  peoples  and  women, 
who  are  least  reached  currently  (according  to  the  World  Bank).  This  will  entail  priontizing 
schools  m  rural  and  impoverished  area.s.  but  this  is  not  enough  to  reach  the  indigenous 
communities  currently  excluded  from  the  educational  system.  It  will  also  be  necessary  to: 

1 .  create  programs  to  train  indigenous  teachers; 

2  create  curricula  thai  recognize  and  respect  indigenous  culture  and  histor>:  and 

3  provide  bilmgual  education,  where  the  community  is  in  favor  of  it. 

4  It;  rural  areas,  it  will  also  be  necessary  to  adjust  the  school  calendar  to  harmonize  with  the 
agricultural  cycle,  as  many  children  arc  needed  by  their  families  to  work  in  the  field.s. 

The  Bolivian  government  has  already  initiatied  wide-ranging  programs  in  this  area,  with 
the  assisunce  of  the  UNDP.  Nations  with  indigenous  populations  should  examine  the  Bolivian 
model.  Any  particularly  successful  experiments  m  the  United  States  should  also  be  offered  as 
examples. 

Initiative  10-  Equal  Access  to  Health  Care. 

Due  to  their  poverty  and  location  in  rural  areas,  indigcnoas  peoples  are  the  least  scned  by 
the  health  care  systems  in  Latin  .America.  Rural  areas  should  be  priontizcd  for  allocation  of 
health  posts  and  doctor.s.  Programs  that  incorporate  the  participation  and  training  of  members  of 
indigenous  communities  have  had  the  greatest  success  in  improving  health  indicators  m 
mdigcnous  zones.  In  particular,  an  effort  should  be  made  to  reach  out  to  and  educate  indigenous 
women  in  sanitation  and  health  care  practices. 

Initiative  II  -  Microenterprise  Development 

Pnonty  should  be  given  to  rural  indigenous  farmers  displaced  by  competition  from 
mtcrnational  trade  m  agriculture,  and  those  displaced  by  the  eradication  of  coca,  manjuana.  or 
poppy  crops. 

Indigenous  fartneis  and  entrepreneurs  are  particularly  disadvantaged  by  their  lack  of 
access  to  credit  for  investment  in  their  enterprises.  Specific  measures  should  be  dc\'ised  for 
investment  credits  for  indigenous  cooperatives  that  try  to  diversify  the  economic  base  of 
communities.  In  no  case  should  indigcnou-s  farmer's  be  required  to  put  up  traditional  lands  for 
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collateral  on  these  loans,  which  couid  lead  to  the  loss  of  the  community's  land  base,  its  system  of 
communal  allocation  of  labor  and  conservation,  as  well  as  its  cultural  and  political  cohesion. 

Initiativf  13  -  Hemispheric  Partnership  for  Nature. 

Special  mechanisms  should  be  devised  at  the  national  and  inter-Amencan  levels  for 
participation  of  indigenous  and  citizens  groups  in  decisions  involving  conservation  and 
protection  of  natural  environments. 


Additional  Suggestions. 

In  addition  to  better  tailonng  the  above  initiatives  to  address  the  challenges  faced  by 
indigenous  peoples,  I  recommend  that  the  President  reiterate  his  support  for  the  United  States 
policy  of  rccogmtion  of  self-determmation  of  indigenous  tribes,  and  acknowledge  the 
coincidence  of  the  Summit  of  the  Americas  wnth  the  beginning  of  the  United  Nations  Decade  of 
Indigenous  Peoples  through  an  appropriate  statement  of  support  from  the  American  people  of  the 
goals  of  the  Decade. 

The  Administration  is  currently  eonsidenng  its  .support  for  the  pending  United  Nations 
Declaration  of  the  Rights  of  Indigenous  People.  The  key  banier  to  support  for  this  document  is  a 
clause  asserting  a  right  to  self-determination  that,  in  my  opinion,  contradicts  the  interpretation  in 
international  lav*  of  the  concept  of  self-determination  by  the  United  Nations  and  the  international 
comniumty.  While  the  pnnciple  of  self-determination  has  been  applied  to  territorially  defined 
nation-states  subjugated  by  foreign  powers  (republics  of  the  former  Soviet  Union,  former  .African 
colonies),  tlie  Declination  of  Indigenous  Rights  purports  to  construe  self-determination  as  a  nght 
of  sub -state  entities,  specifically  ethnic,  cultural,  or  religious  groups. 

WTule  the  United  States,  admirably,  supports  the  right  of  self-determination  for  Native 
Americans  in  this  countr>'.  such  support  is  not  shared  by  the  intemational  community  nor 
construed  by  international  la\v .  .My  recommendation  is  that  the  United  States  work  with  other 
countries  to  modi^'  tne  clause  on  self-dttermmation  to  explicitly  reject  claims  to  secession  by 
indigenous  peoples.'  I  foresee  no  other  legal  or  political  problems  with  the  remainder  of  the 
Declaration. 


Yor  a  discu.ssion  of  the  interpretation  of  self-deteiTnination  in  intemational  law,  .see 
Donna  Lee  Van  Cott.  Prospecu  for  SelJ'-Determinatun  of  InUigenou^  Peoples  in  Latin  America. 
paper  delivered  at  the  Dickinson  College  conference  on  Indigenous  Peoples.  10  November  1994, 
which  I  would  be  happy  to  make  available  to  the  Subcommittee  upon  request. 
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